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PROFESSIONAL NOTES 


Shipping Companies and the Companies Act 
So that companies should not have to disclose 
reserves and provisions and the depreciation on fixed 
assets and certain other detailed information, if 
disclosure would be contrary to the national interest, 
power was given to the Board of Trade in paragrap ph 
25 of the Eighth Schedule of the Companies Act, 
1948, to exempt any particular class of companies 
from disclosing this information. Shipping companies 
were the main class which it was thought would merit 
exemption, and this has now been given them by an 
Order of the Board. A shipping company will have 
to incade in its balance sheet the following note: 
“ By the Companies (Shipping Companies Exemp- 
tion) Order, 1948, the company is exempt from 
disclosing certain information relating to reserves 
and provisions and changes therein and certain 
details of fixed assets and the depreciation thereof, 
and these accounts have been prepared accord- 
ingly.” 
lf there is a transfer to the profit and loss account 


- from the reserve, for a purpose other than that for 


which the reserve or provision was made, the fact 
must be indicated in accounts by way of note or 
otherwise; and unless the amount is disclosed in the 
account, a written statement stating the amount 

must be sent to the Board of Trade and the Ministry 
of Transport for their confidential information. An 
indication must also be given in the accounts, by 
way of note or otherwise, if the profit or loss has been 
struck after setting aside an amount — material) to 


reserves or provisions, other than provisions for 
depreciation, renewals, or diminution in the value of 
assets, or if the total dividend exceeds the profits for 
the period, including profit and loss balances brought 
forward but excluding transfers that are subject to 
the ‘written statement mentioned. The profit and loss 
account must indicate whether the profit or loss is 
struck after provi for depreciation, renewals or 
diminution i in value of fixed assets ; and where, a 
from provision for those purposes, the balance 

does not record separately capital reserves, revenue 
reserves or provisions, any heading under which is 
set out an amount arrived at after taking into account 
such reserves or provisions must be framed or marked 
so as to indicate the fact. - ; 


Cross-Reference to the Companies Act 


Accountants wishing to have a handy cross- 
reference between the Com Acts of 1929 and 
1947 and the consolidating Act of 1948 should obtain 
“The Companies Act, 1948—Table of Comparison,” 
published at 1s. by the Stationery Office. This publi- 
cation sets out in compendious form all the pro- 
visions of the 1929 Act, shows their fate under the 


’ 1947 Act, and gives the appropriate Section or schedule 


reference under the 1948 Act. . It then sets out all 
the sub-Sections of the 1947 Act, giving references to 
the appropriate sub-Section in the 1948 Act. The 
incidental provisions from other earlier Acts, con- 
solidated in the 1948 Act, are also cross-referenced 
in the Table. 
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Payment Deferred 

A limited liability company can in no circumstances 
obtain an advance payment of a war damage claim 
under the business scheme. The original War Damage 
Act of 1941 allowed advance payments to be made to 
claimants under the private chattels scheme where 
there was undue hardship, and in the amending Act 
of 1942 this position was extended to the business 
scheme, but only in so far as an individual depended 
largely on an interest in a small business which had 
been damaged by war. It seems unnecessarily harsh 
not to extend discretionary hardship payments to 
companies seriously embarrassed by the persistence 
in their accounts of an unduly large item ‘“ War 
Damage Claim under the Business Scheme.” The 
number of instances where such payments would 
have to be made is certainly few, so that the release 
of the sum involved should be faced by the Treasury 
with equanimity, while the advantages to the busi- 
nesses concerned would be disproportionately great. 


Underwriters’ Returns 

The form of the returns to be made by Lloyd’s 
underwriters and similar syndicates (see ACCOUN- 
TANCY, February, 1948, p. 23), is laid down in 
Statutory Instrument 1948, No. 773. Except that, 
in enone 4 with the practice in marine insurance, 
the returns for all classes of business give separately 
the first, second, and third years of the accounts of 
any particular year’s business, the information 
required is much the same as that which insurance 
companies are required to give under the Assurance 
Companies Act of 1909. There is thus extended the 
existing form of insurance accounts, which are less 
satisfactory in presentation and disclosure than those 
of the more advanced of the trading companies. Re- 
insurances and other deductions do not have to be 
stated separately, premiums being net of brokerage, 
discount, commission, refurns, and re-insurances, and 
claims being net of salvages, refunds and re-insurance 
recoveries. No split is made between business at 
home and abroad, nor are expenses required to be 
sub-divided into the main categories. It is not stipu- 
lated that comparative figures for previous periods 
should be given. Moreover, in the case of these 
accounts required from underwriters of Lloyd’s and 
similar associations, only life, motor and marine-cum- 
aviation business are to be shown in separate accounts, 
all the other business being grouped together ; there 
is much to be said for figures being given separately 
for at least the fire business and the general accident 


business 
Ordnance Factories 

Of the forty-four ordnance factories operating 
towards the end of the war, twenty-one are now in 
production. But they are far from operating at 
capacity. On average, about 30 per cent. of their 
capacity is being used; one ordnance factory is 
working at only 5 per cent. of its capacity. With 
only 40,000 workers employed in ordnance factories 
which are capable of employing some 150,000 on a 
single-shift is, uneconomic production is in- 
evitable. The Select Committee on Estimates, in its 
seventh report just published, in drawing attention 


to this fact, recommends that there should be an 
immediate review of the industrial capacity of 
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ordnance factories. The problem is to reconcile the 
two distinct, even conflicting, aims of pry a 
a war potential by ing a nucleus of skilled 
labour al the auciionig tinchieiey: while making 
the most economic use of this capacity for the Ser- 
vices and for civilian requirements. The Committee 
suggests that some factories in areas where labour is 
short might be placed on a care and maintenance: 
basis ; that existing plant might without prejudice 
be stored and factory space thus be made available for 
skilled production ; that sufficient has not been done 
by way of letting space and facilities in ordnance 
factories to private firms. 


A profit and loss account is not prepared for each 
factory separately and, rather strangely, the Com- 
mittee does not suggest that this should be done, 
apparently relying upun its being possible “ to pro- 
duce a balance sheet [sic] for any particular factory 
showing the cost of work done and the income 
received.” The factories charge to the Ministry of 
Supply the cost of their production, and the Ministry 
show a profit or loss on the combined work of the 
factories. Taken as a whole, the civilian work of the 
factories is done at a loss. The Committee consider 
that the main reason for this loss is the method of 
calculating overhead expenses. In costing its pro- 
ducts and in quoting prices, the management of a 
factory spread the overheads, estimated in a bi- 
annual budget, on the assumption that the factory 
will operate at 75 per cent. of capacity. This clearly 
results in losses, since the factories are in fact working 
at so much less than 75 per cent. of capacity. It 
seems clear that a more realistic method of computing 
overhead costs is essential if these factories, apart 
from a minimum reserve of capacity as a war poten- 
tial, are to be self-supporting. 

Development Charges on Land 

There has been some doubt whether people who 
bought plots of land at “‘ building-site ’”’ prices before 
the Town and Country Planning Bill was introduced 
early in 1947 will have to pay a development charge 
when they build. It is now announced that private 
owners who owned single plots before January 7, 
1947, if they start to build a house on their plot for 
their own occupation on or before January 7, 1952, 
will be entitled to a payment from the £300 million 
fund equal to the development value of the land for 
the erection of a house. According to the Ministry of 
Town and Country Planning, this should mean, in the 
absence of any marked change in market values, that 
the payments from the fund will broadly cover the 
development charge payable. Payments from the fund 
will not be made until after the scheme for this pur- 
pose has been approved by Parliament (see ACCOUN- 
TANCY, July, p. 150), but these owners will be able 
to set off their development charge against the 
amount receivable from the fund. They must, like 
other owners of land, put in their claim for payment 
before March 31 next. 


It is not sufficient, for claiming exemption from a 
development charge, to have obtained planning per- 
mission before July 1, 1948, the appointed day under 
the Act... Land can only be certified as “ ripe for 
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development,” and therefore exempt from charge, if 
a building contract made within ten years before 
January 7, 1947, was in force on July 1, 1948, or if 
a bye-law submission or a building application was 
made within the same ten-year period. Before de- 
velopment on such land is exempt from charge, a 
certificate has to be obtained from the Minister of 
Town and Country Planning. Application for the 
certificate should be made on form LRD 1 before 
July 1, 1949, or within any extended period which 
may be allowed by the Minister in any particular 
circumstances. 
Some Minor Controls Removed 

The control on the manufacture and supply of 

toys and toilet preparations has been withdrawn. It 


‘has been announced that the control on the manu- 


facture of lighters will also be removed, and those on 
glue, gelatine and size, leather and paint are to be 
modified. .These changes have resulted from recom- 
mendations of the Examiner of Controls, who was 
appointed some months ago. The control on the 
manufacture and supply of typewriters, office machin- 
ery and hand tools is also withdrawn. It has been 
stated that though there is no statutory control on 
these products, the industries concerned have under- 
taken to co-operate with the Ministry of Supply in 
carrying out the Government’s policy, especially in 
boosting exports, and to provide statistics on pro- 
duction. It seems from this announcement that the 
acute shortage in typewriters and office machinery 
may not be ameliorated for some time. 


A Guide to Exports 

The National Union of Manufacturers has done a 
service in issuing a forty-page booklet, “‘ A Guide to 
Export Trade.”” Intended mainly for businesses 
which are unfamiliar with selling abroad, the booklet 
gives, in commendably readable language, all the 
essential information required by the exporter. It sur- 
veys the various methods of selling overseas (through 
British merchants, foreign importers with offices in 
this country, direct through representatives, agents 
or importing houses abroad, and through an export 
group) ; how to set about the appointment of overseas 
agents ; how to get paid for exports; the complex 


questions of shipping, forwarding and insurance ; and 


the various ways in which exporters can obtain Govern- 
ment assistance. , 
Greater London Water Supplies 

In an area of Greater London containing about 
10.3 million people there are no less than 64 water 
undertaki 3 local authorities, 29 companies 
(including three non-statutory companies), and two 
joint boards. A Departmental Committee appointed 


by the Minister of Health to examine the adminis- - 


tration of the water supplies of Greater London has 
reported unanimously that the resources of the area 
should be treated as a whole, and that some central 
authority or authorities should be created for the 
purpose. The community of interests in the area, 
the fact that its water supplies are now drawn from 
the same sources, the necessity if the very real danger 
of shortage is to be avoided of developing an outside 
source, the cost of which should be borne by the 
whole area—all these reasons make centralisation 
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imperative. The Committee di , however, on 
the form centralisation should take. Two of its 
members, the Chairman, Mr. R. Moelwyn Hughes, 
K.C., and Sir Frederi¢tk Alban, C.B.E., F.S.A.A. 
(President of the Society of Incorporated Accoun- 
tants), recommended that there should be set up a 
single all-purposes authority with full executive 
powers over both sources and distribution. This they 
considered essential for the spreading of new capital 
costs, the .equalisation of water charges throughout 
the area, the co-ordination of resources, the develop- 
ment of the new outside source, and for financial and 
administrative simplicity. Though the authority 
would be without precedent in size for a water under- 
taking, they were convinced, on the anal of other 
administrative units and businesses, that with proper 
devolution it would operate satisfactorily. The other 
three members of the Committee recommended that 
there should be a Central Water Authority for the 
area “ which would have ultimate control over all 
sources in the area,” but that distribution and ad- 
ministration should be left to four Joint Boards 
acting as independent supply authorities. They 
envisaged the gradual equalisation of water charges 
within the area of each Board, but not over Greater 
London as a whole. Equalisation over the whole 
area was, however, one of the main aims of Mr. 
R. Moelwyn Hughes and Sir Frederick Alban. 


The American Institute of Accountants 

The President of the Society of In rated 
Accountants (Sir Frederick Alban), Mr. rtram 
Nelson (member of Council), and Mr. A. A. Garrett 
(Secretary) will be visiting the United States in 
September at the invitation of the Americaa Institute 
of Accountants, which is holding its annual meeti 
in Chicago from September 19-23. The Institute of 
Chartered Accountants in England and Wales will be 
represented by Mr. Gilbert Shepherd (Past President) 
and Mr. R. W. Bankes (Secretary). Mr. T. B. Robson, a 
member of the Institute’s Council, will also be present 


at the meeting. At the request of the American . 


Institute, Mr. Shepherd will present a paper on 


“ Significant C es Made by the Companies Act, | 
1947,” and Sir Freder iali 


ck Alban a paper on “ Socialisa- 
tion in Great Britain and its effect on the Accountancy 
Profession.” 

Sir Frederick Alban, Mr. Nelson and Mr. Garrett 
will also be meeting members of the profession in New 
York and Boston and, after their visit to Chicago, 
will pay short visits to Toronto and Montreal to meet 
members of the Society in those cities and other 
members of the profession in Canada. 

London Luncheon Club 
The Right Honourable The Viscount Bruce of 
Melbourne, P.C., C.H., M.C., F.R.S., will be the 

rincipal guest of the Incorporated Accountants’ 
yar and’ District Society Luncheon Club on 
Tuesday, September 7. Lord Bruce was formerly 
Prime Minister of Australia, and from 1933 to 1945 
held the office of High Commissioner for Australia 
in London. He is now the independent Chairman of 
the World Food Council. The luncheon will be held 
at the Connaught Rooms, Great Queen Street, 
London, W.C.1, at 1 p.m. 
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The Annual Subscription to ACCOUNTANCY is 
125. 6d., which includes postage to all parts of the world. 
The price of a single copy is 1s. od., postage extra. 
All communications to be addressed to the Editor, 
Incorporated Accountants’ Hall, Victoria Embankment, 
London, W.C.2. 


ECONOMIC PROSPECT 


Where gloom is so pervasive, it would be churlish 
not to recognise the few bright streaks. It is, to use 
Damon Runyon’s phrase, “ more than somewhat ” 
that the British economy presents several features in 
a conspicuously brighter light than a year ago. Sir 
Stafford Cripps’ ten months at the Treasury has 
done much to dissipate the inflationary pressures 
which were our most serious problem. It is cause for 
congratulation that the Chancellor is holding firm 
against suggestions that his anti-inflationary policy 
should now be reversed. The country certainly cannot 
afford to discontinue a financial policy in whose 
absence’ domestic demands would outbid sales in 
foreign markets; prices in uncontrolled sectors of 
the economy would soar, instead of merely creeping, 
upwards ; and escaping the controls would be a daily 


task rather than a periodical pastime. 

If the financial achievement is a rather negative 
one, since it has avoided dangers rather than produced 
big gains of its own, industrial production has made 
positive headway. According to the index numbers of 
the London and Cambridge Economic Service, pro- 
duction in June, 1947, had risen 15 per cent. above 
the average for 1946, and about 16 per cent. above 
the average for 1935. But by June of this year the 
corresponding increases were 22 per cent. and 23 
per cent. If the average of 1946 is taken as 100, the 
index for the last six months of 1947 was 115, and 
for the first six months of 1948 it was 119. 


When so much has been said, however, no signifi- 
cant items remain on the credit side of the account. 
On the other side of the account, the entries are 
numerous and weighty indeed. The most outstanding 
of them is our continued lack of balance with overseas 
countries. Although exports are expanding, they are 
doing so much too slowly in relation to the persisting 
high cost of imports. If it were not for Marshall 
aid, we should be eating into our small reserve of 
gold and dollars at an impossibly high rate. The 
continuous rise in prices in most countries producing 
raw materials and foodstuffs, particularly the United 
States; has turned the terms of trade still further 
against us. The “ sellers’ market ” has already come 
to an end in many foreign markets,-and, apart from 
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certain types of capital goods, does not seem likely 
to endure much longer in the others. 

Marshall aid must be looked upon as a stop-gap, 
and not as giving us permanent security against ad- 
verse world conditions. Its main hope lies in the re- 
construction of Europe, which the United States 
hopes to build upon it, and not the immediate dollar 
resources which it’ makes available. Yet that re- 
construction is itself endangered by political differences 
which beset the European nations. Co-ordinated 
economic policy in Europe, whether called “ plan- 
ning’”’ or by some other sweeter name, is clearly 
essential. The time may also have arrived when 
international adjustments in currency values must 
be made. Perhaps this is indicated by the action of 
New Zealand in appreciating her currency by 20 per 
cent., though that action was a blow at the system 
of international currency management set up at 
Bretton Woods. New Zealand is not a member of the 
International Monetary Fund, and thus possesses 
formal autonomy in currency affairs—but some prior 
discussions at least within the sterling area would 
have been more in accord with the spirit, already 
enfeebled, which led to the Bretton Woods agree- 
ments. But the International Monetary Fund itself 
seems to be playing a very quiet and unambitious 
réle ; surely some recommendations on exchange 
values should by now be forthcoming from the Fund ? 

Internally, the main danger is that the Government 
standstill policy laid down in its White Paper on 

mal incomes, costs and prices may evaporate 
in a stream of wage claims. Already, that policy is 
on the defensive. Workers in building, railways, 
agriculture and engineering have already claimed 
higher wages. The claim of the engineers for an 
increase totalling £100 million a year is a test case 


which will decide whether or not this country is to 


follow the United States in a great wages inflation. 
The claim is partly supported by an argument that 
engineering profits are inflated, but this argument is 
based upon a crude reading of published accounts, 
with no correction for depreciation and re-equipment. 
Tucked away in the submission, seemingly put in 
as a side-thought, is the proposal that part of the 
wage increase should be geared to greater output. 
It is, surely, on this part of the claim that the Court 
of Inquiry should seize. The engineering industry, 
unlike many others, is familiar with piece-work 
systems. What is now needed is an extension of 
these systems which would ensure a high marginal 
rate of wages, and thus increase productivity. If the 
Tribunal decides on these lines, there will be hope 
of extending such arrangements to other industries. 
If, however, it accepts the claim for higher time 
rates, the Government’s White Paper need never 
have been written. Yet outright rejection can 
similarly hardly be welcomed, because that, too, 
would produce its own problem in a decline of ou a“ 


caused by dissatisfaction in industry generally. 
Court of Inquiry into engineering wages aiieies 2 a 


key position in the present razor-like balance of the 
British economy, and it is to be hoped its aepest is 
in keeping with its responsibilities. 
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l—Directors’ 


Emoluments 


Contributed through the Incorporated Accountants’ Research Committee 


The additional responsibility which is placed on 
auditors by the Companies Act, 1948, in respect of 
directors’ remuneration and emoluments will require 
considerable judgment and tact in its fulfilment. 
The position of the auditor in relation to his clients 
will perhaps be easier if the clients realise that under 
Section 196 (8) of the new Act, the auditor is specially 
charged with the duty of seeing that the requirements 
of the Act have been complied with, and this article 
has been prepared to indicate the enquiries which an 
auditor is compelled to make under this Section. 


Information Required in the “Accounts 

Under Section 196, the following information must 

be given : 

(a) The total of “ the divechor? emoluments’ shown 
under two headings : 

i. Emoluments in respect of services as a 
' director of the company or a subsidiary. 
ii. Other emoluments. 
Where apportionment is necessary, this is a 
matter for the directors. 

(6) The total of directors’ and past directors’ pensions, 
except pensions paid under a pensions scheme 
where contributions are substantially adequate 
for the maintenance of the scheme. Disclosure 
must be made under the two headings given in 
(a) above. 

(c) The total of any compensation to directors or past 
directors in respect of loss of office, again under 
the sub-headings mentioned under (a) above. 

Payments by subsidiaries and “‘ any other person ” 

must be included (separately in respect of compen- 
sation). Where a company nominates one of its 
directors to be on the board of another company, 
that company is to be treated as a subsidiary. It is 
not, however, necessary in consolidated accounts to 
show the aggregate remuneration of all the directors 
of the group; it is sufficient if this information is 
given in the accounts of the holding company. 


Meaning of ‘“‘ Emoluments ”’ 

Emoluments are defined to include fees and 
centages, any sums paid by way of expenses 
ances in so far as those sums are charged to United 
Kingdom income tax, contributions to any pension 
scheme and the estimated money value of any other 
benefits received otherwise than in cash. 

The first problem concerns expenses allowances. 
Under the Finance Act, 1948, all expenses allowances 
are charged to tax, subject ultimately to any abate- 
ments which the directors may later be able to 
. hegotiate. 

The position, therefore, seems to be : 

(a) That until the expenses allowance has been 
assessed, it need not be disclosed—the test is 
whether the allowance has been “ charged,” not 
whether it may be chargeable to tax. In fact, 
however, most of these allowances will be dealt 
with under P.A.Y.E. and will, therefore, be 
“‘ charged to tax”’ as soon as they are paid. 

(6) That where an assessment has been raised on the 
total allowances and the director has not yet 


agreed with the Inspector what portion thereof 
should be allowed, the total must be stated. 

(c) That where allowances have not been charged 

R until after the accounts have been audited, this 
will usually result in a note being necessary on 
the accounts for the subsequent financial period, 
an unsatisfactory and confusing procedure. 

(d@) That the effective remedy in many cases will be 
to discontinue lump sum allowances and to 
substitute. re-imbursement for out-of-pocket 
expenses. 

The next problem relates to the “‘ money value ”’ of 
other benefits, e.g. living accommodation, motor cars, 
goods and services supplied free or at reduced prices 
and regular luncheons (to quote the examples men- 
tioned in the excellent booklet on the Act recently 
per by the Institute of Chartered Accountants). 

e auditor is to some extent protected by the 

vision that the required particulars under 

tion 196 are to be shown “ so far as the information 
is contained in the company’s books and papers or 
the company has the right to obtain it from the 
persons concerned ’’ (under Section 198). Enquiry 
must, however, be made by the auditor and he is 
entitled under Section 162 (3) to “ such information 
and explanations as he thinks necessary for the 
performance of the duties of the auditors.” The 
general principles seem to be these: 

(a) The board should be asked to certify the benefits, 
if any, received by directors otherwise than in cash 
and to estimate the money value of such benefits. 

(b) The test is the extent to which the director has 
benefited: it is immaterial that the company 

may also have benefited. How “ benefits” are 
to be computed is far from clear: the measure 
seems to be the expense of which the director is 
relieved, at the cost of the company, to the 
extent to which such benefit accrues to the 
director or directors personally. 

(c) The auditor, from the information available to 
him, must then take reasonable precautions to 
see that the information is accurate. 


Information from the Directors 
In most cases it will be desirable for the auditor to 
obtain from the board information on the following 
matters : 
1. The total directors’ fees paid or receivable for the 
year amounted to £..........00seee0e 
(If there are subsidiaries, the total paid to or 
receivable by directors of the parent company from 
subsidiaries should also be stated under this and 
_ subsequent headings.) 
2. The total of other salaries and remuneration of the 
directors amounted to {...........00s+0+« 
3. The total of pensions paid to directors and part 
directors (excluding pensions payable under a 
scheme within the provisions of Section 196 (3) 


(a)) amounted to £.........:....0005 in respect of 
services as directors and {..............++++ in respect 
of other pensions. 


4. The total of compensation to directors or part 


directors for loss of office amounted to f............... 


a 
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in respect of the office of director and pe ey 5 


in respect of other offices. 
5. The following expenses allowances have been paid 
to directors : _ 
MiRGopickctoostcuidine * Mstigs satcegbeectes 
Rees Set 
etc. 
bor gt 
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. Expense allowances shown in accounts 
have, since the last directors’ certificate dated 
os dapeasenniongneds , been charged to United Kingdom 
income tax as follows : 


FORCE EERE REET E EE EEE EEE EEE ETE EE EE ET 


The directors have been severally asked for infor- 
mation in these respects, under Section 198 of the 
Companies Act, 1948. 
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6. Te contribution paid by the company in t 


. r Estimated Money 
: are: Particulars Value 
Whe. iil  mecartat ig 
etc. 


8. No other emoluments of any kind (apart from 
those mentioned above) have been received by the 
directors. 

In the same certificate it may be convenient in 

Some cases to deal with any or all of the following 
matters : 


Particulars of loans to directors ... Section 197 
Share options ese oe --- 8th Sch. 11 (2) 
Charges on assets... aus obs id (4) 
Contingent liabilities Bad * (5) 
Contracts for capital expenditure... o (6) 
Current assets realisable at below 

book value i = (7) 
Exceptional or non-recurring matters 3 14 (6) 


ll—Directors’ and Employ yees’ Emoluments 


By H. A. R. J. WILSO 


Part IV of the Finance Act, 1948, follows the 
modern trend in draftsmanship of Finance Acts, and 
is correspondingly difficult to assimilate. It deals 
with bodies corporate until the last section, when we 
find that it is extended to unincorporated bodies, 
partnerships, and sole traders, with certain reservations 
which are far from clear at first sight. 

Broadly speaking, the Act imposes taxation on ex- 
penses allowances and all benefits in cash or in kind 
which cannot be substantiated as allowable under 
Rule 9 of Schedule E as being disbursed wholly, ex- 
clusively and necessarily in ing the emoluments 
of the office, if such and benefits accrue 

either to a director (whatever his emoluments) or to 
an employee whose emoluments including all such 
expenses and benefits equal or exceed £2,000 per 
annum (before any deduction under Rule 9). 

The Revenue already had powers to assess such ex- 
penses in most instances, but found that on appeals 
many bodies of Commissioners required proof that the 
amounts were not allowable, i.e. they were inclined to 
throw the onus of proof on the Revenue, not the taxpayer. 
In the case of benefits, the taxpayer under the previously 
existing law was usually in a strong The new 


position. 
Act throws the whole onus of proof on the taxpayer, 
thus strengthening the hands of the Revenue in a direc- 


tion where such strength is v necessary ; expenses 
and benefits had been very abused. 


y . . 
Any sum paid in respect of expenses by a body 
corporate to any of its directors or to any person em- 
ployed by it in an employment to which the Act applies 
(see below) is to be as a perquisite of the 


t assessable under Schedule E. The recipient 


recipien 
is entitled to a deduction for any expenses he can sub- 
stantiate under Rule 9. Any sum put by a body cor- 
porate at the disposal of a director or employee, and 
paid away by him, is to be included as a perquisite. 


F.C.A., F.S.A.A. 


The term “ director ” is defined to include any member 
of the managing body of a body corporate ; if the affairs 
of the body corporate are managed by the members 
themselves, each member is a “ director.”” The term 
also includes any person in accordance with whose 
directions or instructions the directors (as defined) are 
accustomed to act, with the saving that advice given 
ina professional capacity does not acount as “‘ directions 
or instructions: ” for this purpose. 

The term “employment.” means an employment 
such that any emoluments thereof would be assessed 
under Schedule E. References to persons employed by, 
or employees of, a body corporate include any person 
who takes part in the management of its affairs and is 
not a director of it. The term “ employment to which 
the Act applies ”” means any employment the emolu- 
ments of which (including all expenses and benefits 
caught by the Act and before any deduction under 
Rule 9) are at the rate of £2,000 a year or more. 

For this purpose, where a person has several 
employments under the same employer they are aggre- 
gated and if the total emoluments are at that rate they 
are all included ; and if a director is also employed by 
the body corporate in other employments al] such em- 
ployments are caught, whether or not the emoluments 


aggregate to {2,000 per annum. 
Controlled Businesses | 
If one body controls a second, all directors 


and employees of the second body corporate are treated 
for the purposes of ag ‘regation only (and for no other 


purpose) as if they were directors or employees of the 


first body corporate. For this purpose, “ control” 
has the same meaning as in Section 68 of the Income 
Tax Act, 1945, i.e. power to secure, by means of the 
holding of shares or possession of voting power or by 
virtue of powers in the Articles of Association or other 
document, that the affairs are conducted in accordance 
with the wishes of the person in question. 

The above applies to a partnership as if so much 
thereof as relates to directors of the body corporate or 
ee 


an REDSE.. 


8.8533, 
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control in relation to a means the right to 
eels of eet the Lat batal hghts ids. 

If a partnership has control over a body corporate— 

(a) Se sees S Gus fa Deer See 
See. & eee to which the 


Act applies,” 

(6) all the emplo ments of a8 person who is employed 
both by the and by the body corporate are, for 
the of whether the employments are 


seeing 
yments to which the Act lies, treated as if 
they were employments by the y corporate. 


they apply to emo ay but an individual is not in 
any circumstances to be treated as under the control 


(a) Living or other accommodation ; or — 
(6) Entertainment ; or 

(c) Domestic or other services ; or 

(d) Other benefits or facilities of whatsoever nature. — 
The above does not apply to: 

(i) nse) sg thoy ea pelpear eng aptamer 


* 


i) Expense incre by th employer in or in cnneton 
of living accommodation for an 
employee in part of its business premises which include 
oe ee ee Se 
of enabling him properly to perform his 
ties, required by the terms of his employment to 
iit dr ied 
(a) the accommodation is provided in accordance 
with a practice, which since before July 30, 1928, 
has commonly prevailed in trades of the class in 
question ; or 


(b) it is mecessary in that class of trade that such — 


employees should reside in such premises. 

It should be noted that (ii) does not apply to directors 
or to an employee who is a director of the body cor- 
TS nn Semen eee 
company. 


provision : 
directors of reasonable meals, provided the staff enjoy 


like privileges, are covered by the exemption. 

(iv) Pensions, annuities, lump sums, gratuities, or other 
like benefits to be given on death or retirement to the 
director or employee, or his spouse, children or depen- 


Valuation of Benefits in Kind 

Any expense in acquiring an asset which remains the 
property of the employer is not a benefit, but if the 
provision takes the form of the transfer of an asset to 
the director or employer, the benefit is the value of the 
asset at the time of transfer. 

In the case of living or other accommodation, in 
respect of which the employer is assessable under 
Schedule A, and the employer pays no rent or a rent 


Saving for Ordinary Expenses 


men for directors and employees. If the 

satisfied that, ro additional tax would be payable 
if the Act were applied to the payments (i.e. they would 
be allowable under Rule 9 as deductions in the assess- 
ments on the recipients), he will notify the employer 
accordingly, in which case the payments, etc., will not 
be subject to the Act. 

The Inspector can revoke his notification ; if he does, 
the Act will apply to the payments, etc., thereafter. 

_ It is important that employers should agree with the 
Inspector the expenses, etc., that are not to be subjected 
to the Act, otherwise all payments, down to a ‘bus 
fare, must go on the P.A.Y.E. cards of directors and 
employees subject to the Act. 


Books Received 


Cost Accounting. By John G. Blocker, Ph.D. Second 
edition. (McGraw Hill Publishing Co., Ltd., New 
York and London. Price {1 13s. net.) 

Accounting Control by Use of Standard Costs. By 
Gerald H. Gregory. Second edition. (The Law Book 
Co. of Australasia Pty., Ltd., Sydney, N.S.W.; 
— (Publishers) Ltd., London, Price {1 10s. 
net. 


Accounting and Methods. By Harold 
J. Wheldon, B.Com., F.C.W.A. Ninth edition. 
(Macdonald & Evans, London. Price 17s. 6d. net.) 


Depreciation and Wasting Assets. By P. D. Leake, 
F.C.A. Fifth edition. (Gee & Co. (Publishers), Ltd. 
London. Price {1 net.) 

Index to the Companies Act, 1947. By A. T. Purse, 
LL.B., A.C.L.S., Barrister-at-Law. (Published for 
the Chartered Institute of Secretaries by W. Heffer 
and Sons, Ltd., Cambridge. Price 5s. net.) 


ABC of Limited Liability Companies. By Alfred 
Read, M.B.E., F.C.LS. (Geographers’ Map Co., 
Ltd., 24-27, High Holborn, London, W.C.1. Price 

: 5s. net.) 

Income Tax and Profits Tax. By E. E. Spicer, 
F.C.A., and E. C. Pegler, F.C.A. Eighteenth edition 
by H. A. R. J. Wilson, F.C.A., F.S.A.A. (H.F.L. 
(Publishers), Ltd., London. Price with Supplement 
27s. 6d. net.) 

Ree Sane et mee ee 
Finance Act, 1948. By J. H. Munkman, LL.B., 
Barrister-at-Law. (Solicitors’ Law Stationery 
Society, Ltd., London. Price 3s. 6d. net.) 

The Special Contribution under the Finance Act, 
1948. By W. G. Mortimer, F.T.I.I., A.I.B. (Butter- 
a (Publishers), Ltd., London. Price 5s. 
net 
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t less than the net annual value, the benefit is measured 
) as if the employer paid a rent equal to the N.A.V. 4 
If the asset continued to belong to the employer, but d 
, he is not assessable under Schedule A, the benefit is 
measured by the higher of the hire or rent payable (if ' 
any) by the employer and the annual value plus in 
either case any other expense incurred (e.g. rates) by ; 
the employer. 
| Beg el } 
The above provisions apply also to individuals as workable, it is provided that the employer can furnish 
a 2S 
| the circumstances in which payments of a particular 
7 of another person. nature are made, or things of a particular nature are 
Benefits in Kind 
Where an employer provides any of the following 
benefits for any director or for any employee . to 
whom the Act applies, the value of the benefit is to be 
treated as if the expense had been incurred by the . 
director or employee and reimbursed to him by the 
employer : 
Fic asin mana ae | 
er services provided for the director or employee Po 
himself and used by him solely in orming the duties ‘ 
— 
| . | _ ; : _ | : ; ee : 
interpreted liberally, but does not extend to expensive 
hotel meals for directors a_director’s - room 
a 
i 
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Controlled Companies and Estate Duty—I 


By JOHN R. LANE, AS.A.A. 


The provisions regarding Estate Duty in relation 
to controlled companies are contained in the Finance 
Act, 1940, amended and supplemented by the 
Finance Acts, 1944 and 1946. 

Section 46 of the principal Act charges Estate 
Duty on assets of a “ controlled ”” company under 
certain conditions. Section 55 — that, in 
appropriate cases, the valuation of all shares in, or 
debentures of, such a company shall be by reference 
to its net assets. 

Both Sections can apply at the same time, but 
there are provisions avoiding double charge to 
duty: they can apply to both public and private 
companies. 

I. Finance Act, 1940, SEcTION 46—APPLICATION 

The conditions required for the application of this 
Section are :— 

(a) The deceased must have transferred property to 

the company. 

(6) Benefits must have accrued to the deceased from 
ee ee Tee eee 

‘ eatn. : 

(c) The company must have been controlled at the 
relevant time. 

If these conditions are present, then certain assets 
of the company are deemed to pass on the death, 
and it is the duty of the company, and every person 
who was an officer at the time, to inform the Com- 
missioners, under penalty (maximum {500) for 
failure. The information, to be given within one 
month of the date of death, must cover the death, 
the fact of a transfer of property and the fact of 
accrual of benefits (Finance Act, 1940, Section 53). 

a) Transfer of Pr 

Reference : wd Act A Bien (2) and (5). 

With two exceptions, all transfers—whenever 
made—are subject to the Act. The exemptions are 
the transfer of an interest limited to cease on the 
transferor’s death, and property transferred in a 
fiduciary capacity not resulting from his own actions. 

The term “ transfer ’’ is used in its widest sense : 
a transfer may be direct, indirect, or the culmination 
of a series of associated operations. 

(b) Benefits 
References : Finance Act 1940, Section 47, 48, 51 (4), 
58 (3), 59, and Schedule VII, pp. 1, 2, 3 (3 
and 4) and 4 (3 and 4). 
Finance Act 1944, Section 36. 
Finance Act 1946, Schedule XI, Pt. I, 4 to 7. 

Benefits may accrue either directly or indirectly, 
and are defined as :— 

(i) Any income of the company ; or periodical pay- 
ment from the resources of or at the expense of 
the company ; or the enjoyment in specie of land 
or property of the company ; or a right over any 
of the company’s property :— 

(a) which was received or enjoyed by the 
deceased 


, or 
(b) to which the deceased was entitled but did 
not receive or enjoy, or 


_ (c) to which the deceased could have become 
entitled by the exercise of any power, but 
did not exercise it. 

(ii) Interest at the average rate on any payment 
(other than a periodical payment) which the 
deceased, by exercise of any power, could have 
become entitled to receive, but did not exercise 
the power. . 

In each case the accrual is deemed to be at the 
earliest date the deceased could have received, or 
become entitled to receive, the benefit. 

A periodical payment is any payment which is one 
of a series, regular or otherwise, for example, interest, 
dividends (including bonuses), remuneration, etc. 
In the case of remuneration, lump sum payments 
are specifically excluded, and provision is made for 


. the exclusion, from benefits received, of reasonable 


remuneration to the deceased for services rendered 
as an officer of the company. 

A payment (ii above) includes the value of a transfer 
of property, a set-off or the release of an obligation. 

If benefits not received ((b) and (c) above) are in- 
cluded, allowance will be made for their effect on 
other benefits ; it will be assumed in such cases that 
the deceased would have acted to his greatest financial 
advantage, but if any consideration would have been 
required to ensure the accrual of the benefit, allowance 
will be made therefor based on the assumption that 
that consideration would have yielded income at 
the “ average rate.” 

Average rate is the somes 3 arrived at by dividing 
the aggregate net income of the company for the 
relevant accounting years by the euinber of years ; 
and comparing the result with the net value of 
assets. 


The value of enjoyment in specie of, or a right over, | 


the vy a ay property is limited to that for the 
period during which it was, or could have been, 


enjoyed, and accrues in any relevant accounting year . 


to the extent to which that period falls in that year : 
in the case of land, the value will be calculated by 
reference to the net annual value. 

Interest (ii above) shall be from the earliest date 
on which the deceased could have become entitled 
to receive the benefit, and shall accrue in any relevant 
——raare to the extent to which the period of 
interest falls in that year. 

The deceased will be deemed to have received a 
benefit under (i) (a) above, if the payment, income, 
etc., was applied in any way for his direct or indirect 
benefit ; provided advantages to him; came under 
his control (other than fiduciary) ; or increased the 
value of any property in which he was beneficially 
interested. e amount of the last benefit will be 


retricted to the extent of the increase. _ 

In all cases the gross amount of the benefit is to be 
included, and, of course, no benefit is to be included 
more than once. 

The value of a benefit accruing from a distribution 
of assets made by the company is interest at the 
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average rate from the date thereof on the amount of . 


the distribution received directly or indirectly by 
the deceased. 

Where the principal value of the company’s assets 
has increased through additional transfers by the 
deceased within the relevant accounting years, a 
benefit is deemed to accrue to the deceased. The 
value of the benefit is to be the equivalent of interest 
at the average rate, on the amount of the assets 
transferred, for the period from the beginning of the 
first relevant accounting year to the date of the 
transfer. 

Any surrender of benefits or power to obtain them 
will not preclude their being taken into account, 
unless made bona fide more than five years before 
the death and operating, during the five years ending 
with the death, to the entire exclusion of the deceased. 
(For “ five years’ read “ one year” in the case of a 
bona fide surrender for public or charitable purposes.) 

Surrender includes loss or suspension of benefits or 
rights resulting from the exercise of, or failure to 
exercise, any power; or from any disposition (i.e. 
trust, covenant, agreement, etc., or note or alteration 
of rights attaching to shares, ete) of shares ia oe 
debentures of the company. 


(c) Controlled Company 
Reference: Finance Act 1940, Section 58 (1). 


A controlled company is one, wherever inco mepaate. 
which at any relevant time would be deemed for 
purpose of Finance Act 1922, Section 21 (6) and its 
amendments (i.e. the surtax provisions on certain 
undistributed income) to be under the control of not 
more than five persons. 

At any relevant time for the purposes of Section 46 
is defined as being the date of the transfer, and if it 
were one of associated operations, then the date of 
the earliest operation. 
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Valuing the Company’s Assets 

References : Finance Act 1940, Sections 46 (3), 50, wot 

Schedule VII (3) and (4). 

The principal value of the company’s assets is to 
hs elicokelcon Min Beaded & sole al tis. bedieteh ae 
a going concern, including goodwill. 

Deduction will be allowed from that value of all 
liabilities, including those not matured or contingent 
at the date of death, but excluding those in respect 
of shares in or debentures of the company, and those 
not incurred wholly for the purposes of the business. 
Liabilities not matured are to be included at their 
value at the date of death, and contingent liabilities 
at a reasonable estimate. 

Any assets disposed of or distributed by the com- 
pany—including disposals or distributions in a 

winding-up, whether or not completed at the date of 

death—between the of the relevant 
accounting years and the date of death, whether in 
full or partial satisfaction of rights attaching to 
shares in or debentures of the company or otherwise, 
are to be included in the principal value of the assets, 
with the following specific exceptions :-— 

(i) disposals for which full consideration was received 
by the company for its own use and benefit ; 

(ii) disposals in full or partial discharge of rates, 
taxes or other statutory liabilities; or in dis- 
charge of a fine, penalty or liability for tort ; 

- ae from which income tax was deductible 

r which were assessable to income tax, not 
exceeding for any accounting year or period the 
aggregate amount of the company’s income for 
that year or period. 

If the assets include any distributed assets for 
which partial consideration was received by the 
company (except extinguishment or alteration of 
rights attaching to shares in or debentures of the 
company), deduction of the value of the consideration 
will be allowed. 

(Te be continued) 


Taxation in Germany > 


(CONTRIBUTED) 


There has recently been published in Germany a 
summary of the tax receipts for the four occupied zones 
of Germany for the six months period April 1 to 
September 30, 1947. They make interesting reading. 
If the figures for Berlin are excluded, a close comparison 
may be made of the diverse ways in which the four 
Powers have dealt with their revenue problems. 
Table A illustrates these differences. 

At this point it is relevant to remark that the popula- 
tions in the territories administered are also unequal. 
According to the Monthly Statistical Bulletin for Germany 


for February, 1948, the population as at the end of . 


October, 1946, was made up as follows : 


000’s 
American Zone... rca 17,174 
French Zone a do 5,878 
Soviet Zone = Bei 17,333 


62,730 (excluding 
Berlin) 


While the number of people in an-area has a direct 


bearing on tax methods, just as the type of industry or 
consumer habits also need to be considered, the general 
effect in the case of Germany should not give rise to such 
vast differences as are shown in Table A. The fact that 
these divergent effects exist is clearly due not so much 
to geographical differences but to the differing policies 
adopted by the occupying forces. How great these 
differences are is brought out by Table B, in which 
the figures are reduced to a percentage basis for ease 
of comparison. 

As would be expected, the U.S.S.R. does not tax 
wages as highly as the other three Powers. Noticeably 

h is the French revenue from tobacco, though this 
come as no surprise to those familiar with the 
tobacco monopoly system in France. 

The most spectacular difference exists in the case of 
spirits. Whereas the Western Powers have found it 
difficult to put the consumption of strong liquor on the 
priority list of necessities for an undernourished people, 
the Soviet have seen to it that plentiful supplies are 
= and that the tax revenue therefrom is sub- 
stanti 
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There is therefore a striking difference in the fiscal 
systems. The Soviet collect over 46 per cent. of their 
zonal revenues in indirect taxes. 

The net result of all these taxes is to load the tax- 

yer in every zone with an heavy burden. 

ages till now have been fixed at levels which corre- 
spond approximately with those ruling in 1936. Some 
small advances have been made, but even so the bread- 
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_ highest paid of all manual workers), more than about 
-RM260 per month (£4 15s. per week). 

British and American policy has been to relieve the 
income-earner of as much as possible of indirect taxation, 
since this bears hardest on the poor. In terms of real 
needs neither tobacco nor spirits can be justifiably 
imported into Germany in great quantities until more 
urgent necessities (such as food, clothing, and— 


winner will have, even in the heavy industries, an average particularly—footwear) have been satisfied. The ligit m 

wage of only about RM40 per week in the British zone shed upon the policies of all the occupying Powers by or 

(say £3 per week). Even the most-favoured Ruhr this brief inquiry into comparative fiscal methods is us 

coal-miner cannot expect to average, as a hewer (the illuminating indeed. i de 

pr 

TABLE A.—TAX RECEIPTS FOR GERMANY P 

HALF-YEAR ENDED SEPTEMBER 30, 1947 . 

‘ (In Millions of Reichsmarks) th 

Taxes on British Zone American Zone | French Zone Soviet Zone All Zones “ 

Wages... ... 550 407 100 482 1,539 pt 

Other Incomes... 698 568 149 _ 489 1,904 cc 

Corporations 131 156 37 184 508 of 
Property 202 62 112 674 
Turnover mS Eee Se as 575 386 94 442 1,497 

Miscellaneous ... ie bee bed 248 140 30 358 

0 

Total Direct Taxes 2,500 1,859 472 2,067 6,898 re 

h 

Tobacco 301 287 194 224 1,006 ~ 

Beer... 92 217 38 189 536 ” 

Spirits ... 86 26 10 1,287 1,409 7 

Sugar 55 15 6 ~ 56 132 th 

Customs ae hae aod ne + 4 6 1 15 li 

Miscellaneous ... 9... wes es 46 41 4 33 124 : th 

ar 

Total Indirect Taxes 584 590 258 1,790 3,222 su 

ry eae mama ear RF 2,449 730) (8,857 10,120 = 

Taxation per Head of Population hi 

(Annual Basis) ae aie wid RM277 RM285 RM247 i RM446 RM333 “ 

7 2 Of 

TABLE B.—TAX RECEIPTS EXPRESSED AS PERCENTAGES en 

HALF-YEAR ENDED SEPTEMBER 30, 1947 

Taxes on . British Zone | American Zone | French Zone Soviet Zone All Zones ~ 
Wages... 17-8 16-6 | 18-7 ae 15-2 
Other Incomes... - 226 23-2 ! 20-4 12-7 18-9 
Corporations ... . 4-3 6-4 5-1 48 5-0 
Property S 9-7 8-2 8-4 2-9 6-7 
Turnover rm 18-6 15-8 12-9 i 11-4 14-8 
Miscellaneous .. J 8-0 5-7 41 9-3 76 
Total Direct Taxes 81-0 75-9 | 646 53-6 68-2 
Tobacco 9-8 11-8 | 26-6 5-8 10-0 
Beer... 3-0 8-5 5-2 49 5-3 
Spirits .. 2-8 1-2 1-4 33-3 (139 
Sugar .. 1-8 0-7 0-8 15 1-3 
Customs - 0-1 0-2 } 0-8 0-0 0-1 
Miscellaneous . 1-5 1-7 | 0-6 . 09 1-2 
Total Indirect Taxes... ae 19-0 24-1 | 35-4 46-4 31-8 


The chief points of difference may be set out for ease of reference in the following manner : 
TABLE C.—MAIN TAXES AS PERCENTAGES OF TOTAL TAXES 


Zone ‘Ghee Turnover Property Tobacco Spirits 
British . 40-4 18-6 9-7 9-8 28 
American 39-8 15-8 8-2 11-8 1-2 
French ... ses ots oa eee 341 12-9 8-4 26-6 1-4 ’ 
Soviet ... bes am out oes 25-2 11-4 2-9 58 <a ial 
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Companies Act, |948—XIl 


Receivers and Managers 
By E. WESTBY-NUNN, B.A., LL.B., Barrister-at-Law 


Under the Companies Act, 1929, a receiver and 
manager appointed out of court under powers conferred 
on debenture holders by a debenture instrument was 
usually, by the terms of the instrument, stated to be 
deemed to be the agent of the company. As a result, 
provided that he made contracts in the name of the 
company and did not accept personal liability in respect 
thereof, he could not be sued as a party to the contract. 
in this respect his position was far more advantageous 
than that of a receiver appointed by the court, who is 
an officer of the court, and, subject to a right to be 
indemnified out the assets in the case of liabilities 
properly incurred, is personally liable in respect of 
contracts made by him in the course of his management 
of the company’s affairs. 


Personal Liability of Receiver 

This state of affairs is altered by Sub-section 369 (2) 
of the Companies Act, 1948, which provides that a 
receiver and manager appointed out of court shall, to 
the same extent as if he had been appointed by order 
of a court, be personally liable on any contract entered 
into by him in the performance of his functions, unless 
the contract otherwise provides; but is entitled to 
indemnity out of the assets. There is, however, a proviso 
that nothing in the sub-section shall be taken as limiting 
any right to indemnity he would have apart from the 
sub-section. In other words, if, as a condition of his 
acceptance of the appointment as receiver, he requires 
the persons appointing him to undertake to ind i 
him, he may enforce this undertaking. It should be 
noted that the Section applies whether or not the 
receiver was appointed before the Act came into 
operation (i.e. July 1, 1948) in the case of contracts 
entered into after that date. 


Statement of Affairs Required 


Section 372 of the Act ‘imposes new duties on the | 


company and a receiver where (a) the company is regis- 


y Balance Sheet and Profit and Loss . 
Account, etc.””, by F. Sewell Bray, F.C.A., F.S.A.A., 
. Basil Sheasby, F.C.A,, SAA. (October). 
| Ill. “ The Buen t Private Company,’ E. — 
Nunn, B.A., LL.B., Barrister-at- a tigehagee 


V. “ Meetings,” by E. Westb N B.A., LL.B., 
Bavitereblaer (February). em 
VI. “ Prospectuses,” has Nunn, B.A, LL.B., 
paivister-ot- Law (March 7 
VII. “ Auditors,” by W. J. pag F.S.A.A. (April). 
VIII. “ Articles of Association and Annual Returns,” by 
fit Westby-Nuno, B.A., LL.B., Barrister-at-Law 
ay 
- IX. “ Book i and Accounts,” ‘by W. J. Back, 
F.S.A.A. ( oma. 
X. “ Points to Note” (July). 
XI. “ Accounts of Holding and Subsidiary Companies,” 
by J. D. R. Jones, F.S.A.A. (August). 
The series will be continued in future months, and we 
hope to cover all important topics of interest to readers. 
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manager of the whole or substantially the whole of the 
property of the company and is appointed on behalf of 
the holders of any debentures secured by a floating 
charge. In such circumstances : 

(i) a 
the company forthwith. 

(ii) Within fourteen days after of this notice (or 
such longer period as the receiver may allow) a 
statement of affairs must be made out and sub- 
mitted to the receiver. 

This statement of affairs must show as at the date of 
the receiver’s appointment the particulars of the com- 
pany’s assets, debts and liabilities, the names, residences 
and occupations of its creditors, the securities held by 
them, the dates when the securities were given, and such 
further or other information as may be prescribed 
(Sub-section 373 (1)) ; and must be submitted and veri- 
fied by one or more of the persons who are at the date 


- of the receiver’s appointment the directors and by the 


person who is at that date the secretary of the company 
or by such of the persons mentioned in the Section as 
= — (or his successor) may require (Sub-section 

3 (2)) 

. Where the receiver is appointed out of court, the 
period of fourteen days allowed for submitting the 
statement of affairs may be extended by the receiver 
or the Board of Trade, and the statement must be 
verified by statutory declaration. Where he is appointed 
by the court, it is the court and not the Board of Trade 
which may extend the period, and the verification must 
be by affidavit. 


Subsequent Duties of Receiver 
Within two months after receiving the statement of 
affairs the receiver has the following duties to perform : 

(i) He must send to the registrar of com (and the 
court if he is appointed by the court) a copy of the 
statement of with any comments he sees fit to 
make thereon, and a summary of the statement and 
his comments. 

(ii) He must send to the company a copy of any such 
comments, and, if he has none to make, a statement 

. to that effect. 

(iii) He must send to any trustees for the debenture 
holders on whose behalf he was appointed and to 
holders of debentures of whose addresses he is aware 
a copy of the summary of the statement of affairs. 


’ In addition, he must send to the registrar of companies, 
trustees for debenture holders, the company and 
debenture holders of whose addresses he is aware an 
abstract of receipts and payments : 

(a) within two months after the expiration of the period 

of tuates monthe Seeen:the date of Wis appointment ; 


and 
(6) within two months after he ceases to act. 


It should be noted that the above duties must be 
carried out even where the receiver or manager is also 
the liquidator of the company. 


Miscellaneous Provisions 
Apart from the foregoing the following minor changes 
are made by the Companies Act, 1948: 
1. Section 367 of the Act makes it an offence for an 
undischarged bankrupt to act as receiver or manager 
for debenture holders. 
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2. Section 371 extends the provisions of Section 309, 
Companies Act, 1929, by providing that the court may 
fix the remuneration of a receiver appointed out of 
court for any period before the order is made, and may 
exercise the power notwithstanding that the receiver 


_ has died before the order is made. The court may, 


moreover, require a receiver or his personal representative 
to account for any payment made to or retained by him, 
‘which is considered to be excessive. This Section also 
will apply whether or not the receiver is appointed after 
it comes into operation. 
3. The provisions of Section 310 of the Companies 
Act, 1929 (which required receivers to file six-monthly 


TAXATION 


The present high rates of death duties make it 
apposite to consider the position of agricultural property. 
Such property may be defined as agricultural land, 
pasture and woodland, including such cottages, farm 
buildings, farm houses and mansion houses (and the 
land occupied therewith) as are of a character appro- 
priate to the property; but excluding land that has a 
prospective value for building, mining, quarrying or 
other special purpose, even if used only for agricultural 


urposes. 
Estate duty is payable on the full market value of 
agricultural property ; in arriving at that value, how- 
ever, no account is to be taken of any increase in value 
of cottages (occupied by workers employed for agri- 
cultural purposes in connection with the property) by 
reason of the fact that they are suitable for residential 
purposes of other persons. : 

Although the full value of the property is taken into 
account, the rate of estate duty is alleviated. So far 
as the purely agricultural value of land is concerned, 
duty is payable at the rates fixed by the Finance Act, 
1919. This applies also to land which is used for agri- 
culture, even if it has a prospective value for building, 
etc., but the excess value is liable at current rates. The 
agricultural value for this purpose is the value the 
property would have if it were subject to a perpetual 
covenant prohibiting its use otherwise than as agri- 
cultural property, less the value of any timber, trees, 
wood or underwood. The Finance Act, 1946, however, 
amended the 1919 rates for estates up to £10,000 to fit 
the higher exemption limit enacted by that Act; up to 
£7,578 2s. 6d. the current rates are lower, then up to 
£10,000 the same. 

If property with a value in excess of the agricultural 
value is subject to a mortgage or charge, this must be 
apportioned between the agricultural value and the 
excess, but if there is timber on which estate duty is 
not immediately payable, no part of the mortgage is 
attributed to the timber. 

Where marginal relief applies, this is given in favour 
of the taxpayer in applying both rates. 

While the relief does not affect shares in a company 
which holds agricultural property, it is applied in 
practice to agricultural property transferred to a con- 
trolled company which becomes liable to estate duty 
under Section 46, Finance Act, 1940, or on the deter- 
mination of a limited interest under Section 43 of the 
Act. The relief applies to agricultural land subject to a 
trust for sale, but not to severed sporting rights or 
fishing rights, though retained sporting rights over the 
land, so far as not inconsistent with its agricultural uses, 
are included in the agricultural value. 
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accounts with the registrar of companies) hold in the 
new Act with a more limited application (Section 374), 
for they now apply only where sub-section 372 (2) of 
the new Act is not applicable. This latter sub-section 
applies only where the company is registered in England 
and a receiver or manager is appointed on behalf of 
debenture holders secured by a floating charge in respect 
of the whole or substantially the whole of the company’s 
assets (whether the appointment is made by the court 
or out of court) ; the old Section will, therefore, apply 
only where (a) the receiver is appointed out of court, 
and (b) he is not appointed in respect of the whole or 
substantially the whole of the company’s assets. 


Death Duties on Agricultural Property 


Examples : 
(1) Market value of agricultural 
property one va a £25,000 
Value for use for agricultural 
purposes only ... dip ... £18,000 
Less Growing timber .:. vb ae 1,000 1,000 
Agricultural value ... £17,000 24,000 
Other aggregable property... 50,000 
£74,000 
SE EEE 
Rate of duty 1919 scale abe whe 13% 
a 0 Te sb xs 27% 
Duty payable : , 
On £17,000 at ... ~" _ -_ 13% 
» £24,000-£17,000 at ap 27% 
» £50,000 at... na aah ds 27% 
(2) Agricultural value... ... £10,100 
Excess... one nes --» £3,000 
“Other property ... ar =as 17,200 
20,200 
£30,300 
1919 1946 
Duty payable : scale scale 
8% on £30,300 ~— .-- £2,424 
14% ,, wa ot £4,242 
£2,724 £4,542 
(oe —_—— - 
0,100 ; 
On agricultural value x £2,724 = £908 
20,200 : 
» Temainder = x £4,542 = 3,028 
Total payable... ...  ... us £8,938 


There is one peculiar feature in that, although 
Section 7 (5) of the Finance Act, 1894 (which provided 


that agricultural property was to be valued at 25 times . 


the gross annual value after making certain deductions), 
was repealed in respect of deaths after April 29, 1909, 
the proviso to that sub-section was preserved (Section 6 
(1), Finance (1909-10) Act, 1910). It is therefore possible 
to get such a situation as the following : 


Current value of free estate ude ees --- £2,500 
Valuation of agricultural land included therein is 
valued at 25 times the G.A.V., etc. ... «. 2,000 


As the free estate does not exceed £2,000, it is not 
aggregable with settled property and escapes estate duty. 


& 2 Oo 


eee a ee ee CF. 
‘at. a 
Ya 
‘a 4 
oe 
S 
ki 
cS 
in ; 
a 
3 
; B 
4 - 
; Ii 
b 
\ . i z 
f . ; it 
a eer ne : 
oie 
—— = 
ee 
‘ 
* tay ‘i 


isis sis 8 


wi Om  t§6816 Ss 


September, 1948 


Growing timber is not aggregable, nor is duty payable 
on it until it is sold. As the timber is felled and sold, 
estate duty is payable on the net proceeds at the rate 
applicable on the last death on which it passed. In no 

‘ 
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case is the duty to exceed the duty on the value of the 
timber on the last death. If the timber is sold unfelled, 
duty is payable on the value at the last death. The natural 
increase in value since that death is thereby ignored. 


Taxation Notes 


Building Society Interest Received 


Although no repayment can be claimed from the 
Inland Revenue in respect of the income tax compounded 
by the bulding society, the interest received is taken 
into account— 

(1) For the purposes of age allowance, but the maximum 
amount of tax available for repayment is the tax 
suffered on other income. 

(2) For arriving at the total income 

(a) on which surtax is payable (the interest is not 
“e grosse d oy 

(6) on which the maximum life assurance relief is 
based. 


(3) Th Sager yan whether annual charges have been 
out of profit or gains brought into charge to tax ; 
ae the net annual charge is compared with the 


building society interest. 

E. les : Tax 
— do a.: a. we 
(1) Dividends... on 001 00 

Building Society Interest ... 30 0 0 _ 
430 0 0 
Less Do. 30 0 0 
400 0 0 
Age Allowance, 1/5th of 
£430 = 
Personal Allowance 110 
— 196 0 0 
£204 0 0 
£50 at 3/-—... oe ca 710 0 
£154 at 6/— Sie mn. ee S-@ 
——- 53 14 0 
Tax repayable £126 6 0 
(2) Total income inane anne society — 
interest . oes £2,400 


If the life assurance premiums exceed one- 
sixth of £2,400, no relief can be claimed on the 


excess. 

Surtax will be payable on £2, 400. 
(3) Building Society Interest ... jes £30 
Profits oss oe can 1,400 
Sch. A. Net Annual Value on we 60 
1,490 
Less Interest on Loan 100 
1,390 


The interest paid is “ covered ’’ as to {60 by the 
net annual value. The balance £40, net £22, is covered 
by the building society interest. 

It will be seen that the building society interest 
would cover interest to a gross amount of £54 10s., 
being net £30. 

The importance here is that the earned income relief 
is not prejudiced. In appropriate cases, the concession 
may avoid a General Rule 21 assessment. 


Total Income 1947-8 

Particular care must be taken in arriving at the total 
income for 1947-8 in view of the Special Contribution. 
In the past, it has not been uncommon for taxpayers to 


list their net investment income and gross it by reference 
to the standard rate. This still gives rough justice in 
most cases. Where, however, double taxation relief is 
involved, it is desirable to list the dividends, etc., 
individually, ensuring that the true gross is shown in 
every case. 

Repayment claims can be very complicated where 
dividends are received from many companies whose net 
United Kingdom rate is less than the standard rate, as 
tax will only be repaid at the net U.K. rate, which is 
often to three places of decimals. As a modest example, 
suppose a taxpayer has an income made up as follows : 


Net 
£ U.K. rate 
Dividends taxed at source ... 4,000 9/- 
” ” ” oes 200 8/- 
” ” ” 300 6/- 
” ” ” 240 7/7 5 


If he makes a loss of £4,740 or more, so that he is 
entitled to repayment of all the tax suffered, the repay- 
ment will be £4,000 at 9/-, £200 at 8/-, £300 at 6/-, 
and {240 at 7/7-5. When the dividends are of odd 
amounts and are numerous and a fortiort when there are 
South African and other dividends from outside the 
United Kingdom, the detailed calculations are many 
and fiddling ! 

The same principles must be applied in calculating 
the repayment in respect of management expenses of 
investment and assurance companies, etc., under 
Section 33 of the Income Tax Act, 1918. 


Franked Investment Income 


The ascertainment of the amount of franked invest- 
ment income, where shareholdings in other companies 
are numerous, ‘is likely to delay settlement of profits tax 
liability. While it will be obvious whether the bulk of 
the investments come within the term, there are bound 
to be companies in which shares are held and about 
which the profits tax position is not clear. 

In such cases, the only solution is to provide the 
Inspector of Taxes with the names and registered offices 
of the companies in question, so that he can find out 
that position within the department. It is unfortunate 
that the accountant is placed in the position that he 
cannot submit complete computations with the accounts, 
but there appears to be no alternative. 


Expenses 

It must be emphasised that Part IV of the Finance 
Act, 1948, applies— 

(a) To all directors ; and 

(6) To every employee of any business, where the 

employee’s emoluments plus expenses and benefits 
(and before any allowance under Rule 9, Sche- 
dule E) are £2,000 a year or more. 

There is a common misapprehension that (b) applies 
only to companies; that is not so, as will be seen on 
reference to Section 45. 

Immediate steps must be taken by all companies, 
and by other businesses with employees liable under (6) 
above, to agree with the Inspector of Taxes under 
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Section 41 of the Act the cases and the circumstances 
in which there need not be subjected to the Act pay- 
ments of a particular nature made to directors or liable 
employees or things of a particular nature provided for 
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them. Any other pa t for etc., will have 
to be entered on the P.A.Y.E. tax cards. Directors and 
employees should also put in their Rule 9 claims and 
get them agreed and included in their codes. 


: Recent Tax Cases 


By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


Excess Profits Tax—Capital employed in standard period 
—Acceptance credit facilities—Bills drawn by the company 
sold to the Discount Market—Whether money so raised 
“borrowed money "’—Finance (No. 2) Act, 1915, Schedule 
IV, Part III, paragraph 2—Finance (No. 2) Act, 1939, 
Sections 13(3), 14 (2), Schedule VII, Part II, paragraphs 
2 (1), 3. 

In C.I.R. v. Rowntree and Co., Lid. (C.A., March 2, 
1948, T.R., 37), a unanimous Court of Appeal reversed a 


_ decision of Macnaghten, J., by coming to. the conclusion 


that the raising of money by means of bills sold to the 
discount market was not “ borrowing” in the legal 
sense ; and, although leave was given to appeal to the 
House of Lords, it is understood that the Revenue is 
not carrying the case further. The decision, however, 
would seem to cut both ways, and will in certain cir- 
cumstances limit the application of Section 29 (1) of 
the Finance Act, 1941, whereby in computing capital 
no deduction is to be made in respect of “ borrowed 
money.” : 

1 paragraph 2 of Part II of the Seventh Schedule 


to the Finance (No. 2) Act, 1939, it was provided that © 
in computing the capital employed : 


(1) Any borrowed money and debts shall be deducted . . . 


whilst by paragraph 3: 

* Any investments the income from which is . . . not 
to be taken into account in computing the profits... . 
shall be left out of account but . . . the sum (if any) 
to be deducted under the last preceding paragraph in 
respect of borrowed money shall be computed as if the 
principal of the borrowed money were reduced by the 
value of the investments. 

From the above it will be seen that for some reason 
or other a distinction was drawn between “ debts ”’ and 
“borrowed money” in relation to investments. It is 
not obvious why investments acquired with borrowed 
money should be treated differently from investments 
acquired with funds obtained from debts, unless this 
was done in the light of experience with the old Excess 
Profits Duty. A further point to be noted is that 
paragraph 3 takes it for granted that the amount of 
borrowed money will always exceed the value of the 
investments. In the case. under consideration, the 
total of the investments potentially to be excluded in 
computing the company’s capital largely exceeded the 
amount claimed by the Crown to be “ borrowed 
money”; but it seems to have been mutually agreed 
that the provisions of the paragraph applied equally 
whether the borrowed money exceeded the investments 
or vice versa. 

The main facts of the case were that the company in 
1933 needed money for the general purposes of its business. 
Its bankers were willing to lend what was required, 

mably by advances with what security they con- 
sidered to be necessary. By reason, however, of its 


- greater cheapness, the company resolved to use the 


machinery of the London money market, and bills 
drawn by the company and accepted by Erlangers, Ltd., 
the well-known merchant bankers, were sold to the 
discount market. As the bills fell due, the company 
had to provide the funds necessary to meet them. 


If the funds obtained by this method of finance con- 


. stituted “ borrowed money ”’ within the said paragraph 


3, then the deduction to be made in computing the 
company’s standard capital in t of investments 
would be reduced by £268,232. The £268,232 would be de- 
ductible in any case under paragraph 2, referred to above, 
either as “‘ debts ” or as “ borrowed money.” Thus the 
reduction by {£268,232 in the amount to be deducted 
under paragraph 3 would mean a corresponding increase 
in the standard capital. It will be apparent that a very 
large amount of tax was involved in the dispute. 

The Excess Profits Duty imposed by the Finance 
(No. 2) Act, 1915, had a similar provision in that by 
paragraph 2 of the Fourth Schedule to the Act, “ bor- 
rowed money or debts” had to be excluded in com- 
puting the capital of a trade’or business ; and the term 
“borrowed money ” was considered, inter alia, in the 
case of The Port of London Authority v. C.I.R. ((1923) 
A.C. 507). There, the question was what was the 
capital for Excess Profits Duty of the Authority. By 
Section 3 (1) of the Port of London Act, 1908, it was to 
acquire the undertakings of the old Dock Companies 
and 


shall issue to those companies, or as they may direct, 
as consideration for their undertakings the following 
amounts of Port stock created under this Act, 
the stock so created being long-dated interest-bearing 
securities of two classes. By Section 3 (2) the stocks 
so issued were to be substituted for the existing deben- 
tures and other stocks of the several companies. (The 


method followed was in general principle very similar | 
‘to that adopted for the acquisition of undertakings 


under the Electricity Act, 1947.) In the House of 
Lords it was held that the stocks so issued were not 
borrowed money because there had been no borrowing ; 
and, in the leading judgment of Lord Finlay, it was held 
that in the 1915 Act “ what is referred to is a real 
borrowing and a real lending.” The “ common man” 
would have agreed with their Lordships that the Port 


of London Authority had by its method of acquisition | 


borrowed neither from the Dock Companies nor from 
their several shareholders; but of itself Lord Finlay’s 
dictum would seem to throw no light upon what is to 
be regarded as “ reality’ in such a connection, From 


the standpoint of the “common man,” in the Rowntree - 


case the company requiring money for the general 
purposes of its business undoubtedly borrowed the 
£268,232, although it did so by an indirect method. 
Nevertheless, the same person would find it quite as 
difficult as the Court of Appeal found it to say who were 
the lenders to the company, and whether a subsequent 
purchaser of a bill during its currency became a “ lender ” 
by the mere fact of acquisition. The decision is one 
which establishes a legal fiction directly opposed to 
economic fact, and would seem to imply that, to give 
but one illustration, it is not correct to say that a sale 
of Treasury Bills by tender constitutes a case of “ real 
borrowing or real lending,”’ although everyone knows 
that it does. 


Income-tax—Child allowance—Child’s earnings—Wages 
exceeding {50 in each year—Whether child entitled to 
income in own vight—Finance Act 1920, Section 21— 
Finance Act, 1928, Section 16. . 
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In Williams v. Doulton (K.B.D., March 19, 1948, 
T.R. 173) the t had a son born on March 12, — 


1930, who went out to work in July, 1944, and in each 
of the years 1944-5 and 1945-6 earned more than {50.. 
Appellant claimed that he was entitled to child allow- 
ance for each of the years upon the ground that the 
boy’s earnings were not income to which he was “ en- 
titled in his own right” within Finance Act, 1920, 
Section 21 (3).. Atkinson, J., held that the case was 
governed by the Irish case of Miles v. Marrow ((1940) 
23 T.C. 465), where it had been held that the wages paid 
to a chartered accountant’s articled clerk during the 
period of his articles after the first year constituted 
income to which the child was entitled in his own right. 
The present case was much weaker. 


Income tax and Surtax—Transfer of assets abroad— 
Transfer to United Kingdom company—Transfer abroad 
of vesidence of United Kingdom company—Whether 
transaction caught by Finance Act, 1936, Section 18 as 
amended by Finance Act, 1938, Section 28—(1) Whether 
transfer within the Section unless transfer by individual 
sought to be charged or by his agent—(2) Whether an 
individual ordinarily resident in United Kingdom could 
be charged with tax on income of a person resident or 
domiciled outside the United Kingdom, unless that person 
so resident or domiciled at the date of relevant transfer or 
associated operation—(3) Whether in any event liability 
under Section 18 restricted to income from transferred 
assets and to the whole incomes of the companies concerned. 

Congreve v. C.I.R. (House of Lords, May 13, 1948, 
T.R. 213) was noted in our issues of November, 1946, 
and March, 1947. In the King’s Bench Division Wrottes- 

, J., as he then was, had found Section 18 of the 

Act, 1936, defective in that the avoidance of 
tax in the case had not arisen from the transfer of assets, 
but from the change of residence of a company. He had 
also held that in a Case caught by the section, the 
liability under (3) was restricted to the transferred 
assets. He; therefore, reversed the decision of the 
Special Commissioners, only for it to be restored by a 
unanimous Court of Appeal, and affirmed by an equally 
unanimous House of Lords. 

The facts of the case are too complicated for repro-. 
duction here. It was admitted that it was a scheme for 
avoidance of tax, indeed, one of the most elaborate 
which the Courts have had to consider. In the Lords, 
Lord Symonds gave the only judgment, a close analysis 
of the section. Answering questions (1) and (2) in the 
affirmative, their Lordships did not feel it necessary to 
deal with (3) in view of fact that the appellant was 
entitled to the income of the ex-United Kingdom com- 
panies which arose entirely from the transferred assets. 
The reserved point is one fraught with dire ibilities 
for the victims of Section.36. For example, A. may 
transfer assets abroad as the result of which he may be 
entitled to, say, one-tenth of the income of a foreign 
company. On the wording of Sub-section (1), it is 
possible to argue as was done by the Crown in Lord 
Howard de Walden v. C.I.R. ((1942) 1 K.B. 339, 25 
T.C. 121) that the whole of the income of the foreign 
company is to be regarded as.A.’s income for income tax 
and surtax. It might also be, if B. did a similar thing 
in regard to the same foreign company, that the same 


_ whole income would also be held to be B.’s income. In 


the case referred to, the Court of Appeal had found it 
unnecessary to decide what was there and here, to use 
the words of Lord Symonds, ““at once a difficult and 
unnecessary question.” Nevertheless, the following 
remarkable from the judgment of the Master 


passage . 
of the Rolls in the de Walden case is worthy of repro- 
duction : 
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For a battle of manceu 
the islature.and those who are minded to throw the 


of their fellow subjects. In that battle, the Legislature 
has often been worsted by the skill, determination and 
resourcefulness of its opponents, of whom the present 


appellant has not been the least successful. It would , 


determined to put an end to the struggle by imposi 
the severest of penalties. It scarcely lies in the mou 


of the taxpayer who plays with to complain of 
burnt fingers.” ‘ 
Income-tax—Land dev ‘Houses built by 


contractors for company—Sales to purchasers financed by 


building sdciety loans in excess of normal limits—A mount 


of excess covered its of money and guarantees by 
company—Cessation of butlding but contract liabilaty still 
outstanding—Company called upon to fulfil obligations— 
Whether still trading—Finance Act, 1926, Section 31. 
Gladstone Development C , Lid. v. Strick 
(K.B.D.; March 16, 1948, T.R. 61) was in the nature of 
a sequel to John Cronk & Sons, Lid. v. Harrison ((1937) 
20 T.C. 612, A.C. 185). The company was a land 
development company which bought land, laid roads 
and sewers, built houses through the agency of con- 
tractors, and sold them. The houses were sold for the 


whole of the purchase money was provided by a building 
society, the y guaranteeing advances in excess 


So. Gia oalaier in Dame Mentetiorsdl to denen al het ook 
cent. limit, the company’s deposit was returned and 
the guarantee ended, a culmination which usually took 
about nine years. 4 

The company had two estates and about 
250 houses had been built, all of which had been sold 


It still remained liable upon its guarantees and at June, 
1942, it held in all ten houses, nine of which had been 


1926, and, ultimately, the claim was withdrawn and 
liability accepted. for 1939-40 and 1940-1. Upon 
November 6, 1941, the claim that cessation had taken 
place on July 12, 1939, was renewed, and on March 23, 
1942, the ue was notified that if it was still refused 
the company would claim relief under Section 34 of 
Income Tax Act, 1918 ; which it did for the years 1941-2, 

1942-3, and 1943-4. 
On January 8, 1945, the directors resolved that the 
y should not engage in any further building or 
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ies most part by the method set out in the Cronk case, 
the purchaser putting up very little cash. Almost the 
ct, 
of the society’s limit of 75 per cent., and depositing, by 
ng way of additional security, an agreed proportion of the ! 
ks amounts guaranteed. If a purchaser defaulted upon 
- his payments to the building society before the excess 
- advances had been paid off, the company had the F 
al option. of. sasinng Ones dea queen at gasing. 8 
- e society the amount still due to the latter, and taking 
t ; 
1 
l 
ty save one which was let and retained as an investment. 4 
repurchased under the guarantee options. At the date F 
of the appeal it had sold two of these in order to meet : 
income-tax claims, but had neither built more houses | 
nor bought more land. Upon September 19, 1939, the " 
accountants claimed that cessation had taken place if 
apes Py 12, 1939, when the last of the houses on the ' @ 
second-estate had been sold. The Revenue, however, I 
refused to agree that the business had been “ perma- F 
nently discontinued ” within Section 31 of Finance Act, 3 
4 
\ 4 
to the ownership of the properties already repurchased 
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from the building society. Upon the same date, the 
accountants claimed that cessation had taken place on 
the passing of this resolution ; but the claim was again 
refused upon the ground that the directors could reverse 
their decision at any time. On appeal to the Special 
Commissioners, it was contended that cessation had 
taken place either on July 12, 1939, or on January 8, 
1945 ; but the claim was rejected and, in a judgment 
unsparing in its comments, Atkinson, J., held that it 
was a decision of fact amply supported by evidence. 

It is not stated in the judgment whether at the date 
of the appeal there were any guarantees still operative ; 
and this point would seem to be of importance. The 
judge commented upon the fact that the accountants 
had claimed that the business had “ ceased” and not 
that it had been “‘ permanently discontinued,” although, 
whilst in the Revenue’s letter of September 12, 1942, 
it used the correct term, in that of December 19, 1940, 
it itself used the common form “ ceased to trade,”’ the 
word “ cease ’’ being used for brevity in its meaning of 
“come to an end.” It is also difficult to see why the 
company should be accused of “ shilly-shallying ”’ 
because it took up the attitude that if the Revenue 
denied cessation it would claim relief under Section 34. 
’ Itis, however, often very difficult to determine the point 
of time when a trade to which there has been no suc- 
cession is definitely discontinued and, since this is a 
question of fact, each case must rest upon its own merits. 


Income tax—Deduction of Excess Profits Tax in com- 
puting Income-tax liability—Amount of E.P.T. payable 
in vespect of one chargeable accounting period reduced by 
subsequent deficiencies—Whether deduction to be the 
amount of E.P.T. payable or amount actually paid— 
Effect of deficiency reltef—I.T.A. 1918, Sch. D, Cases I 
and II, R. 4.—Finance (No. 2) Act, 1939, Sections 15 (2), 
18 (1), 21 (1). 

C.I.R. v. John Dow Stuart, Lid. (Court of Session, 
June 25, 1948, T.R. 221), revealed a serious flaw in 
the statutory relationship between the Excess Profits 
Tax and income tax. That the same £100 of trading 
profits should be charged at 100 per cent. to the former 
tax and also be charged to the latter would be out of the 
question. The same point had had to be dealt with in 
connection with the old excess profits duty imposed by 
the Finance (No. 2) Act, 1915. By Section 35 (1) of the 
1915 Act, subsequently embodied in I.T.A., 1918, as 
R. 4 (1) to Cases I and II of Schedule D, the deduction 
allowable in computing the profits of a year for income- 
tax purposes was to be the amount of E.P.D. paid, 
whereas by Section 18 (1) of Finance (No. 2) Act, 1939, 
the amount to be deducted was the amount of E.P.T. 
payable. The change, apparently made for adminis- 
trative convenience, has now proved a serious matter 
to the Revenue and shows the danger of innovations in 
hasty legislation. For the chargeable accounting period 
to July 31, 1942, the E.P.T. liability of the respondent 
_ company was assessed at £5,000 by an assessment made 
upon August 17, 1943; but was subsequently adjusted 
to £4,636. By Section 21 (1) of the 1939 Act, E.P.T. 
payable is due at the expiration of one month from the 


date of assessment, with the result that the Court held - 


that £4,636 was payable on September 17, 1943, and was 
therefore an allowable expense to be deducted “ from 
the relative profits for income-tax purposes under 
Section 18 of the Act.” By Section 15, relief was to be 
given in respect of deficiencies “‘ by repayment or other- 
wise’; and owing to subsequent deficiencies the com- 
pany’s ultimate liability to E.P.T. was only £517. It 
claimed, nevertheless, to deduct the full £4,636 in 
. arriving at the profits for income tax of the year to 


July 31, 1942, and, in view of the specific provisions of 


September, 1948 


Section 18 (1), the Court was unanimous that the 
Crown’s arguments based upon other provisions of the 
Act could not prevail. 

The result is, of course, anomalous; and, as there is 
no provision for dealing with such an under-payment of 
income-tax, no doubt the matter will be dealt with by 


legislation. . 


Contacts with Accountants in Australia 
Extracts from the report of a trip to Australia. 
By F. A. Crew, A.S.A.A. 


I left Tilbury by the s.s. Stratheden on January 9, 1948, 
for a visit to the mine and works of the Zinc Corporation, 
Limited, and the offices of this company and associated 
companies. These liners in their reconditioned state accom- 
modate probably 25 per cent. more rs than pre-war ; 
they are pressed through with the least possible delays and so 
our ports of call were few and the time allowed at those ports 
short. Under the rather crowded conditions it was somewhat 
difficult to find passengers and so it was several days before I 
met Mr. W. H. Marsden, the President of the Incorporated 
Accountants’ District Society of North Lancashire, a fellow 


passenger. 

I arrived in Melbourne on February 9, and with only two 
months in Australia to cover a lot of ground it was neces- 
sary to work to a schedule, but distances are now much more 
quickly and comfortably traversed by flying. The first 
three weeks were spent in Melbourne, where the head Aus- 
tralian office of the Zinc Corporation and the chief offices of 
the many associated companies are located. I was happy, 
however, to make use of the letters of introduction to Mr. 
George S. Anderson, the Ho: Secretary of the Victoria 
Division of the Society, and to other Australian members of 
the Society, provided by Mr. Garrett. 

I shall always remember the hospitality of all these Aus- 
tralian accountants and their sympathetic interest in the 
conditions in England, and hope that there will be oppor- 
tunities of reciprocation. There is no doubt as to the value 
of these personal contacts, both from the point of view of our 
Society and in the interests of the accountancy profession. 
The exchange of views in regard to accountancy practice and 
principles was most stimulating, and having been closely 
associated for very many years with holding companies I was 
eo interested in the booklet published by A. A. 

itzgerald and H. A. Speake on holding companies. The 
general principles are well enunciated even though matters 
have been taken very much farther by the new Companies 
Act here. 

Australian accountants have not overlooked the importance 
of educational and training centres as a main factor in the 
development of industries. This was emphasised by Mr. 


C. W. Andersen, of the Commonwealth Institute of 


Accountants, and Mr. Robertson and Mr. Kinsman, of the 
Hemingway Robertson Institute. I have in front of me a 
copy of the bulletin pare by the latter and of the 
illuminating review its governing director, Mr. C. V. 
Robertson. 

With only four days’ stay at Sydney I was unable to meet 
all the accountants that I had hoped. I called on Mr. 
E. P. M. Sheedy and his son, and was sorry I had so little time 
to spend with them. 

ese conversations with accountant friends added much to 
the enjoyment of my trip and my thanks go out to them for 
all their hospitality and to Mr. Garrett for so well paving the 
way for the kind reception I received everywhere. 


Accounting Classes in London 


In most of the Institutes of the London County Council 
which specialise in Commercial Education (now known as 
Polytechnics or Colleges of Commerce) evening classes will 
be held in Accounting and Auditing and in Costing during 
the next session ing in September. At some, day classes 
will also be held. A pamphlet giving iculars is available 
from the London County Council under the title ‘“‘ Evening 
Classes—Education in Commerce.” 
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Holiday Markets 

The prolonged course of the diplomatic negotiations 
in Moscow has checked the recovery in security markets 
which occurred towards the end of July and the 
beginning of August. The peak of that recovery was 
touched .om August 9, when the Financial Times 
index of industrial ordinary shares reached 113.4, a 
little over the late June level of 113.1, and a clear 4 
points higher than the figure of 109.3 for July 20. 
After August 9, however, the index started on a gentle 
decline, of no major significance in itself but a: reflection 
nevertheless of a certain uneasiness which was spreading 
through the market. The volume of turnover has been 
quite sub-normal, even for a holiday period, and the 
fact that prices have come back so little shows that no 
selling pressure of any importance has developed. 
Meanwhile the gilt-edged market has, on balance, been 
making slight headway, though it is of course moved 
more by developments in international politics than by 
any other factor. The nationalisation stocks have 
improved fractionally on occasional investment support, 
but the market as a whole, though not afflicted by the 
same lack of interest that was evident in the industrial 


market, shows every symptom of marking time until. 


political issues are clearer, The past month has seen 
some revival of discussion whether the Chancellor’s 
policy of disinflation is in decline. Some observers 
assume that this is so aud draw the conventional con- 
clusion that it constitutes a bear point for gilt-edged 
and a bull point for equities ; but quite apart from the 
validity of the conclusion itself, which is open to question, 
the inferences, at least so far as industrial. shares are 
concerned, seem to be questionable, too. It is doubtful, 
surely, whether at this stage a further inflation of indus- 
trial costs would mean a further increase in profits, and 
even more questionable whether an increase in profits 
would be followed by an increase in ordinary dividends. 
The more likely conclusion, even granted the modifica- 
tions which have occurred in the Chancellor’s financial 
policy, is that the prospect for ordinary shares, although 
conditioned by so many‘ doubtful factors, is likely on 
balance to be bearish rather than bullish. 


E.R.P. Special Account 

Accountants should get a little quiet fun from the 
motions which are now being performed in the weekly 
Bank Return to show the special accounting of European 
Recovery Programme funds. The Special Account is an 
artifice to satisfy American opinion that E.R.P. funds 
are segregated and remain identifiable for the redemption 
of Government debt (in order to prevent their use in 
assisting the policies of inflationary governments) and, 
as to 5 per cent., for the purchase of strategic materials 
for stock-piling in the United States and for meeting 
the cost of Economic Co-operation Administration 
staffs in Europe. Any change in the Bank Return gives 
the City pundits a useful field of discussion, but on this 
occasion some of them seem to have exaggerated the 


- importance of the Special Account in the general scheme 


of our national finances. To discuss the fate of an 
E.R.P. dollar from the moment when it is authorised 
in Washington to the moment when the British Govern- 
ment recoups the gpg: by selling Marshall supplies 
to traders would a complicated and lengthy task. 


But it can at least be emphasised that the Special 
Account procedure does nothing fundamentally to 
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change the effect of Marshall Aid dollars on the British 
economy compared with, say, the effect of receipts from 
the American Loan or of expenditure from British dollar 
and gold reserves. The Special Account’s initial credit 
of £33.4 million is the exact counterpart of the increase 


_in Government securities on the assets side of the Bank 


Return—an increase covered by a special issue of 
Treasury Bills created for the purpose of financing the 
credit. Hence a reduction in the Special Account must 
inevitably take the form of cancellation of Government 
debt—the Government debt which has been specially 
created to finance the Special Account. In this way 
honour is apparently to be satisfied and the true pro- 
cesses of debt cancellation will go on, as before, quite 
apart from the weekly figures in the Bank Return. 


Rising Prices and Real Capital 
It is safe to say that no set of company accounts 
contains so much fascinating technical material for the 
accountant as those of Lever Brothers & Unilever, Ltd. 
They are an outstanding demonstration of what can be 
done by enlightened accounting methods to show a most 
detailed view of a world undertaking split into two parts 
(one in this country and one in Holland) by the factor 
of foreign exchange, but linked nevertheless by a 
dividend equalisation agreement which matches the 
ordinary dividend of Lever Brothers & Unilever, Ltd., 
with that paid on the ordinary capital of Lever Brothers 
& Unilever N.V. The accounts are of particular interest 
this year since they reflect the directors’ view about the 
proper provision for depreciation and stock values in 
the present phase of increasing prices, as discussed on 
page 216 of this issue. The companies’ attempts to 
resist the risk of capital depletion which arises from a 
combination of high prices, high taxation and depre- 
ciation provisions based on historical cost may be 
compared with similar, though sometimes less spectacu- 
lar, moves by other concerns. Thus it has been disclosed 
that Courtaulds, Ltd., is not to proceed with a new 
prcdect at Dundee for producing “ Fibro” staple fibre. 
explicit reasons for this decision have not been 
announced, but it is not difficult to connect them with 
the chairman’s remarks in his recent statement to 
stockholders, which referred to the necessity for going 
slow on development projects owing to the high cost 
of new investment. If the industrial giants like Lever 


Brothers, Courtaulds and I.C.I. are now feeling the 


pinch in maintaining and extending their real capital, 
it may be surmised that industry as a whole is meeting 
with even greater difficulty in doing so. 


City of London College 
Comprehensive evening courses in preparation for the 
Intermediate and Final examinations of the Society, and an 
introductory course for newly articled clerks and others who 
have just joined the profession, will be held during the 
winter. Special courses of lectures will also be provided on 
Income Tax and Profits Tax (Intermediate), and, in the 
‘Lent term, an advanced course on Profits Tax for Final 
students and practising accountants. The main courses will 
commence on September 20 and the enrolment evenings will 
be September 14 and 15. Preliminary uities may be 
addressed to the Secretary of the College, te, E.C.2 

(Monarch 8112-3). ; 
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Points from Published Accounts 


The Lever Colossus 


. With tangible assets of £225 million the accounts of 
Lever Brothers & Unilever could be expected to be a 
model for accountants. For those shareholders to whom 
twenty-one closely printed pages of notes and figures 
are indigestible, the salient points are given on the inside 
of the front cover, a useful step which is worth wider 
adoption. There are far more notes and footnotes than 
will be necessary with a company of more modest 
stature, and an added complication for the lay reader is 
that the figures for the Dutch company are given in 
florins throughout. 

The tax position is clarified in two notes. The charge 
is up from {13,556,053 to £18,909,492, owing to the 
non-allowance for taxation of the reserves for stocks 
and for replacement of fixed assets and, in the British 
company, to the profits tax. This tax is not shown 
separately, as it is apparently impracticable to dis- 
tinguish between income tax and the profits tax owing 
to the incidence of foreign tax relief. Nevertheless, it 
would have been interesting to learn if the company had 
provided for profits tax at 25 per cent. on the whole of 
its taxable profits. The point is pertinent because as 
a result of the settling of the main differences arising on 

* British Excess Profits Tax opportunity has been taken 
to cover in full the taxes which it is estimated would have 
become payable if all the revenue reserves of overseas 
subsidiaries were distributed as dividends to the British 
holding companies. 

The broad impression conveyed by the accounts is one 
of defence against both inflation and deflation. The 
provision for depreciation is raised by £664,000 to 
£3,372,966, stock reserve receives {2,970,000 more at 
£4,170,366, and there is a new transfer of £3,636,891 
to fixed assets replacement reserve. These transfers 
underline the drain on quick resources which has resulted 
from rising world prices, which in turn are reflected 
in the jump in turnover from 338,498,000 to 
£479,312,000. 


Complying with Section 5 (2) 

A minor feature of the “‘ new look” accounts results 
from compliance with Section 5 (2) of the new Com- 
panies Act. This deals with proxies, and in the following 
sub-section it is stipulated that an instrument appointing 
a proxy need not be received more than 48 hours before 
a meeting. The board of Richardsons, Westgarth, the 
Tyneside engineering firm, seems to have gone to undue 
pains to comply with the requirements, for in notices 
of general and extraordinary meetings it addresses 
shareholders thus :— 

“A member entitled to attend and vote, is entitled 
to appoint a proxy to attend, and on a poll to vote 
instead of him, and such proxy need not be a member 
of the company. The instrument appointing such a 
proxy must be deposited at the registered office of the 
company not less than.48 hours before the time herein 
mentioned for the holding of the meeting.” 

Other companies have ignored the 48-hour time limit 
altogether. 

Disclosure of directors’ emoluments in the accounts 
shows that the board of thirteen members drew a total 
‘of £42A60, as compared with gross ordinary dividend 
requirements of £84,930. Both figures are modest in 
relation to the turnover of over £5,000,000, and in a 
break-up of turnover the chairman shows that after 
wages and materials the lion’s share of what remains is 
taken by the Exchequer. Reflecting the well-filled 
purses of its customers, may of whom are in the shipping 


industry, the work-in- item of £3,441,185 is 
reduced to the extent of {2,863,024 by instalments 
received. As a result of the expansion in profits net 
liquid assets are up from £769,276 to £967,396 without 
deterioration of the working capital position. 


Patons and Baldwins 


Re-grouping of the reserves is the feature of the 
latest accounts of Patons & Baldwins. General reserve 
£1,000,000, buildings and plant reconstruction reserve 
£1,800,000, provision for possible fall, in wool prices 
£425,000, reserve for possible loss on trade investment 
£25,000, and the £450,000 appropriated from profits are 
totted up to £3,700,000, and of this total the general 
reserve retains £2,000,000, 41,700,000 being transferred 
to contingencies reserve. On the other hand, a £17,000 
“‘ general reserve’ is deducted from debtors and bills. 
Fixed assets stand in at £3,651,623 after deducting 
£2,865,926 for depreciation ; of the latter sum £100,582 
is written off the cost of the Darlington factory, the cost 
value of which is shown at £1,982,802. Before this 
factory is completed and equipped a further expenditure 
in the vicinity of {4,000,000 will be required. 

During the past two years stocks have risen in value 
by £3,314,961, mainly due to the spectacular advance 
in wool values, and with the attendant heavy expenditure 
at Darlington there has been a marked transformation 
in the liquid position. Gilt-edged stocks of £509,739 
have been sold, holdings of tax reserve certificates are 
£300,000 -lower and bank balances are down from 
£807,922 to £285,436, while a bank overdraft of £984,639 
makes its appearance. Arrangements for financing more 
immediate commitments have been completed and the 
directors have postponed any permanent funding 
operation until more stable conditions prevail. If wool 
values continue to rise at the rate of the past two years 
the company might soon have to plunge into the new 
issue market. 

At the meeting the chairman referred to the gross 
inadequacy of the allowance for depreciation on build- 
ings, machinery and plant for taxation purposes when 
applied to such assets of pre-war origin and so based on 
pre-war values. Replacement costs to-day are fully 
100 per cent. higher, and the chairman claimed that it 


should be possible for industry to re-equip itself out of . 


current earnings without having to raise fresh capital or, 
alternatively, without being compelled to use heavily 


‘taxed “‘ ploughed back ”’ profits. The board of Patons 


& Baldwins is not alone in having problems of this kind 
on its hands to-day. 


Banking Facilities in Germany 


Three Orders have been made by the Board of Trade under 
the Trading with the Enemy Act, 1939, permitting banks 
in the United Kingdom to open and operate accounts for 
persons in Germany and permitting persons in the United 
Kingdom to onen and operate accounts with banks in Germany. 
The Order Nos. are Statutory Instruments 1948, Nos. 1705, 
1706 and 1707. 


A misprint occurred in line 14 of the Professional Note 
“ Surtax and Company Profits ’ ” on page 175 of our August 
issue, where the word “ now” appears instead of “ not.” 
The passage quoted should read: “‘‘ If... no dividend at 
all was declared in the periods before "June, 1947, and 
directions were not made by the Special Commissioners, they 
will not in present circumstances challenge the continuance 
of the company’s policy ’.” 
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LAW. 


COMPANY LAW 
Line ome ee Act, 1929, Section 
27 . 


In Re G. R. Scott & Co., Ltd. (1948, W.N. 323), a 


winding-up order was made in March, 1946, and the 
applicants were appointed liquidators. The respondent, 
at material times a director of the company, had been 
guilty of misfeasance and breach of trust in relation to 
the company’s affairs by being party to the payment of 
sums exceeding £23,362 out of moneys of the company 
for purposes other than those of the company. By 
summons under Section 276, the applicants asked for 
an order directing the respondent to pay to the appli- 
cants the sums in question. The respondent, who was 
serving a term of imprisonment in respect of the mis- 
feasance, had not entered an appearance. Pursuant 
to the direction of the registrar under the Companies 
(Winding-up) Rules, points of claim had been served 
and a day had been fixed for the hearing of the summons. 
The respondent did not wish to be present or to defend. 
The allegations were proved by affidavit evidence. 
The question was raised whether under the Rules the 
matter could -be dealt with on affidavit evidence alone. 
The costs of establishing the misfeasance by oral evidence 
would have been considerable. Wynn-Parry, J., held 
that the matter could be dealt with on affidavit evidence 
alone. 


EXECUTORSHIP LAW AND TRUSTS 
In Re Thompson deceased (1948, 2 All E.R. 223) there 


was heard an adjourned summons to determine whether . 


the sum of £400 received by the executors and trustees 


from the Ministry of Supply in respect of dilapidations 


to leasehold premises forming part of the residuary 
estate (requisitioned by the Ministry) ought to be 
treated as part of the capital of the residuary estate, 
or whether it ought to be applied as income. It was 
conceded that sums received by sub-lessees by way of 
compromise of their liabilities under covenants to repair 
formed part of the capital. By his will made in March, 
1937, a testator, after bequeathing annuities to various 
persons, gave his residuary estate to his executors, and 
trustees on trust to pay the income to H. for life and 


on H.’s death to pay the capital to charities. The 


testator died in 1938. In 1943, certain leashold property 
forming part of the residuary estate was requisitioned 
by the Ministry of Supply. In 1946 it was de- 


requisitioned, and compensation became payable by — 


the Ministry under the Compensation (Defence) Act, 
1939, Section 2 (1) (6), in respect of the cost of making 
good damage incurred during requisition. Harman, J., 
held that the compensation did not accrue until the 
premises were de-requisitioned and was not annual 
produce of the residuary estate. Therefore it formed 
part of the capital of the residuary estate and should not 
be applied as income. 


Legacy—General or specific. 

In Re O’Connor’s Will Trusts (1948, 2 All E.R. 270) 
by clause 5 of his will, dated August, 1942, a testator, 
who died in November, 1946, provided: ‘‘ I bequeath 
to my son (free of duty) 10,000 preference shares of {1 
each fully paid in the capital of J. and K. Connor, Ltd:”’ 


By clause 6, a number of pecuniary legacies, described . 


as such, were given, and the residuary estate was given 
on trust for sale, with a direction to the executor to 
pay out of the proceeds the pecuniary legacies. At the 
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date of his will and of his death, the testator held only 
9,000 preference shares of the company, of which he 
was manager and governing director. The remainder 
of the company’s 45,000 preference shares were at the 


date of his death as to 25,000 held by the trustees of a 


family settlement and as to 11,000 by a subsidiary of 
the company. The articles of association provided 
that a member wishing to transfer his shares must 
first offer them to the other shareholders, who would 
have the right to purchase them at a price to be 
determined by arbitration of the company’s auditors in 
default of agreement among the parties. Among the 
questions raised were: (1) whether the gift of 10,000 

ference shares was a specific or general legacy, and 
2) if it were general, the manner in which the executor 
was to discharge the legacy. Roxburgh, J., held :— 


_ (1) the court leant strongly in favour of a general legacy 


and the bequest must be construed as general; (2) an 
enquiry would be directed whether or not it had been 
possible to purchase the additional 1,000 preference 
shares within 12 months of the testator’s death ; 
if it had not been possible, the legatee was entitled to 
such a sum as at the expiration of that period would 
have been required to purchase the shares, with interest 
at 4 per cent. thereafter, such sum to be ascertained in 
accordance with the provisions of the company’s articles 
as to the sale-price of shares ; if it had been possible to 
make the purchase, further consideration as to the 
rights of the legatee would be necessary. 


Administration —Revocation of Grant—Laches. 

In Re Coghlan deceased (1948, 2 All E.R. 68), the facts 
were that in 1892 “‘ the deceased,” H.T.C., died. “ No will 
was found, and in the same year letters of administration 


- were granted to H.D.B., one of the next of kin. He 


died in 1899, and in 1908 letters of administration de 
bonis mon to the estate of the deceased were granted 
to H.D.L.B. He died in 1914, and no further letters 
of administration were taken out. At the time of the 
present proceedings, the estate of the deceased (except 
the asset mentioned below) had been fully administered 
and distributed under the supervision of the court, and 
part of the assets had by virtue of wills and a 
settlement into the hands of the defendants as the 
trustees of a fund settled by the will of H.D.L.B. and 
by a resettlement made in 1940. In 1943 the plaintiff 
claimed the revocation of the letters of administration 
granted in 1892 ‘and 1908, and sought to establish an 
alleged will of the deceased, dated December 23, 1891, 
by which the deceased left all his estate to his cousin, 
S.W., and appointed him sole executor. In 1909 S.W. 


had died intestate, and in 1912 Mrs. C. obtained a grant — 


of letters of administration of his estate. She died in 
1922, and in 1936 the plaintiff took out letters of ad- 
ministration de bonis non to the estate of S.W. The 
plaintiff had known of the alleged will since 1912. The 
defendants failed to deliver a statement of defence, but 
took out a summons to have the action dismissed as 
frivolous and vexatious. They contended that, even 
if the plaintiff proved the authenticity of the will, it 
would avail him nothing; because any subsequent 
proceedings would inevitably be defeated by the laches 
of the plaintiff or ofthe persons in whose shoes he stood. 


' The defendants admitted there were assets which might 


be followed if the will were established. There still 
remained, out of the deceased’s estate of over £600,000 
in value, a piece of ground containing a tomb 
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of the value of £157, vested in H.D.L.B. at the date of 
his death as administrator of the deceased’s estate. 
The Court of Appeal held that the action should not be 
dismissed as frivolous and vexatious, (1) because the 
defendants had not shown that the action was an 
abuse of the process of the court ; (2) because of the 
remaining asset of the estate. 


INSOLVENCY 
Bankrupicy—Protection Order—Profits costs. 


In Re British Folding Bed Co, (1948, 1 All E.R. 216), 
the debtors had committed an act of bankruptcy in 
January, 1942; five days later, a bankruptcy petition 
based thereon was presented. It came on for hearing in 
February, 1942, but at the debtors’ request was adjourned 
for six weeks. On March 20, 1942, during the adjourn- 
ment of the petition, the debtors applied for a liabilities 
adjustment order under the Act of 1941. A protection 
order was duly made, and the affairs of the debtors were 
referred to the adjustment officer for investigation and 
report. The court also ordered the sale of the debtors’ 
stock-in-trade and the payment into court of the pro- 
ceeds. On March 27, 1942, consequent on the protection 
order, the petition was stayed. In November, 1942, 
the adjustment officer reported and recommended that 
the application be dismissed and the protection order 
revoked ; on April 15, 1943, the county court judge 
made an order in those terms, and ordered that the 
creditors represented at the hearing should be allowed 
costs out of the moneys of the creditors in court. An 
application for the payment of the debtors’ costs out 
of their assets was refused. In October, 1943, the 
Court of Appeal dismissed the debtors’ appeal against 
the order revoking the protection order. The bank- 
ruptcy petition was restored and in November, 1943, a 
receiving order was made, based on the act of bank- 
ruptcy of January 16, 1942. The respondents, a firm of 
solicitors, had acted for the debtors throughout and 
they claimed payment in full of both their disbursements 
and profit costs in some instances, and in others pay- 
ment in full of disbursements and admission to proof of 
profit costs as debts. 

Jenkins, J., held :—(1) As to profit costs and disburse- 
ments incurred before January 16, 1942, the respondents’ 
rights must be limited to proof in respect of the taxed 
amounts, whether of costs or disbursements, and in 
order to arrive at the probable amount. there must be 
deducted from the taxed total any sums paid to the 
respondents on account of those costs and disbursements 
before January 16, 1942. (2) There was nothing in the 
Act of 1941 to suggest that where a debtor obtained a 
protection order which was subsequently revoked and 


was followed by a receiving order against him, founded - 


on an act of bankruptcy committed prior to the date of 
the protection order, the bankruptcy was not to be 
deemed to relate back to and to commence on the date 
of the act of bankruptcy in the ordinary way, or that 
persons having notice of the act of bankruptcy were, 
merely because the act of bankruptcy had been followed 
by the making and subsequent revocation of a protection 
order, to be in any better position in the ensuing bank- 
ruptcy with respect to debts contracted after they had 
had such notice than they would have been in if the. 
protection order had not been made; therefore, the 
ordinary rules of bankruptcy should be applied and the 
respondents were not entitled to anything. by proof or 
otherwise in respect of costs and disbursements incurred 
after January 16, 1942, when they had notice of the 
act of bankruptcy, except in so far as those costs and 
disbursements could be regarded as payment for services 
resulting in benefit to the debtors’ estate. 


September, 1948 


Letter to the Editor 


Replacement Costs 


Srtr,—May I offer the following observations concerning 
“Replacement Costs,’’ which you discussed editorially in 
your July issue. 

“* Lifo ’’ when applied to construction itures merely 
introduces the most recent actual cost of materials used, 
It does not affect labour and other costs, nor does it aid in 
the valuation or revaluation of fixed assets at eonstantly 
changing costs of replacing them. This fact is especially 
important when considering the controversial subject of 
bases for valuing fixed assets of ratemaking, expropriation, 
and even depreciation purposes. 

Consequently, I should not like any inference to be drawn 
from my article which you have been good enough to publish 
that in pointing to certain merits of “ Lifo’’ a replacement 
cost basis for valuing or revaluing fixed assets is advocated. 

Yours very truly, 

Montreal, Creciz A. ELLIs. 

July 21, 1948. 


Minerals—Development Charge 


The Central Land Board announce that the special form of 
application for the determination of development charge in 
respect of the winning and working of minerals is now avail- 
able. The form, known as D.1 (Minerals), can be obtained 
from the offices of all local authorities (in the London County 
Council area from the County Hall and in the City of London 
from the Town Clerk’s office), or from the offices of the Board. 
It should be used when the development consists either of 
the winning or working of minerals, or of building and en- 
gineering operations to be carried out on or near the site of 
a mine or quarry for the purpose of winning and working 
minerals or of processing minerals. It is not applicable in 
Scotland, where an intending mineral developer should com- 
municate with the Board’s office in Edinburgh. 


The form has been designed to cover both mining operations 
and building or engineering operations because one planning 
permission may often cover all these operations. 

No development charge is payable in respect of the winning 
and wulhlieg 34 anes tor thoeb years from July 1, 1948, 
in land in which on that date a mineral undertaker either had, 
or had a right to acquire, an interest entitling him to win and 
work minerals. 

There is also in the case of mineral interests a modification 
of the normal arrangements with regard to claims on the 
£300,000,000 fund. 


—-— 
— 


GOVERNMENT CONTROLS 


Copies are still available at Incorporated Accoun- 
tants’ Hall of the book Government Controls—A 
Summary for Accountants. This book was compiled 
in 1946 by a committee of representatives of the 
principal accountancy bodies, with Mr. R. C. 
Yeabsley, C.B.E., F.C.A., F.S.A.A., representing 
the Board of Trade. The chairman was Mr. Bertram 
Nelson, F.S.A.A. The subjects dealt with include 
Government contracts and sub-contracts; raw 
materials control ; civilian industries ; food controls ; 
business premises and building ; export licensing ; 
financial controls; purchase tax; war damage 
H insurance; and liabilities adjustment procedure. 
There are appendices on the solicitors’ accounts 
rules and the calculation of maximum prices by the 
Board of Trade. The price is 2s. 6d., post free 2s. 9d. 
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Society of Incorporated Accountants 


INCORPORATED ae YEAR BOOK, 


EXAMINATION RESULTS IN 
SOUTH AFRICA 
MAY, 1948 
Passed in Final 


LAWRANCE, ROBERT BRAMWELL, clerk to Kenneth White 
and Co., 14, Keerom Street, Cape Town. 
(4 Candidates failed to satisfy the Examiners.) 


DISTRICT SOCIETIES 


LONDON STUDENTS’ SOCIETY 


The London Students’ Society autumn activities will 
commence on Monday, September 27, with a “ Students’ 
Evening.’’ Questions upon which members would like expert 
opinion on professional matters or personal problems must be 
submitted to the secretary not later than September 8. 

The programme includes a course of pre-examination 
lectures from October 4 to 8 and October 11 to 15 inclusive. 
Attendance at this course is not restricted to members who 
are sitting for the October 1948 Examinations. 

Two further series of public speaking lectures will also be 
held and all members should have received the necessary 
application forms. The full lecture syllabus will be issued on 
or about September 10. 


CUMBERLAND AND WESTMORLAND 


The annual meeting was held at Windermere on Saturday 
afternoon, July 17. 

Mr. H. J. Rigg, the President of the District Society, was 
in the chair, and was supported by a number of members, 


. including Mr. Edmund Lund, the Hon. Secretary (Mr. T. E. 


Williams), and the Hon. Secretary of the Students’ Section 
(Mr. H. L. Litchfield). An invitation had been extended to 
the President of the Society of Incorporated Accountants 
(Sir Frederick Alban), the Chairman of the District Societies 
Committee (Sir Thomas Keens), and the Secretary of the 
Society (Mr. A. A. Garrett), who were present at the meeting. 
Before submitting the and accounts for the year 
ended March 31, 1948, Mr. Rigg extended a cordial welcome 
to their distinguished visitors. Mr. Lund, in moving the 
adoption of the report and accounts, referred to the excellent 
work accomplished in the past year, and to the co-operation 
which had been secured amongst members and students of 
Carlisle. As a result a number of successful meetings had 
been held, to some of which visitors had been invited. Mr. 
Lund referred to the spirit of enthusiasm which manifested 
itself at the District Societies Conference held in London 
in May, 1948, and thanked the President and Sir Thomas 
for their great interest in the work of the District Societies. 
Mr. F. Griffiths, Kendal, seconded the adoption of the report 
and accounts, which were unanimously approved. 
The Committee was elected and Mr. H. J. Rigg was 
again F. goume President, and Mr. W. H. Stables Vice- 
President. 


A resolution was passed for the re-a intment of Mr. 


T. E. Williams as Hon. Secretary and Mr. H. L. Litchfield 
as Hon. Secretary of the Students’ Section, with an expression 
of thanks for their services. 

At the conclusion of the formal business and at the request 
of the Chairman, Sir Frederick Alban made a short statement 
in which he referred to the recent activities of the Society of 
Incorporated Accountants. He was followed by Sir Thomas 


Keens, who particularly dealt with the relations which the 

i maintained overseas, and his recent visit to the 
South African branches. 

Mr. Rigg proposed a warm vote of thanks to the President, 
Sir Thomas Keens and Mr. Garrett for their attendance at 
the meeting. This was carried unanimously. 

The annual report recorded that six lectures by 
the Students’ Section were well attended. In the coming 
session it was hoped where possible to engage local lecturers. 


MANCHESTER 


In the of the annual meeting on page 197 of our 
last issue the name of the retiring President, who was in 
the chair, should be Mr. J. D. Hamer. In the election of 
officers, the Hon. Treasurer is Mr. Arthur T. Eaves. 


NORTH LANCASHIRE 
The annual meeting was held on July 14, when the retiring 


“members of the Committee were re-elected, with the addition 


of Mr. W. Nicholl, A.S.A.A. Mr. Clifford Thornton, A.S.A.A., 
was elected Hon. Auditor in succession to Mr. A. S. Oldman, 
who did not seek re-election. Mr. Oldman was cordially 
thanked for his services as Hon. Auditor since 1919. 

At a subsequent Committee meeting, Mr. John Davidson, 
A.S.A.A., was elected President, and Mr. John Wareing, 
F.S.A.A:;, and Mr. P. F. Pierce, F.S.A.A., Vice-Presidents. 
Mr. D. W. Wilkinson, A.S.A.A., who did not seek re-election 
as a Vice-President, was co-opted to the Committee. 


Report 

The membership is 249, including 36 Fellows, 99 Asso- 
ciates and 114 students. 

New books have been added to the library. Members 
are reminded that books may be borrowed on application to 
the Hon. Librarian, Mr. J. Wareing, 11, Chapel Street, 
Preston, and will be sent by post to out-of-town members. 

Nine meetings were held, to one of which solicitors were 
invited. The Preston Chartered Accountant Students’ 
Society invited our students to attend their lectures, and the 
invitation was reciprocated. 

Booklets and notes on income tax and on the Companies 
Act, 1947, were circulated to all qualified members. 

The District Society is represented on the Preston Chamber 
of Commerce by Mr. John Wareing, and on the Blackburn 
Chamber by Mr. Walter H. Marsden. 

Two students were successful in the Final Examination 
and two in the Intermediate. 

The first post-war annual dinner was on January 5, 1948. 

The President, Mr. Walter H. Marsden, has visited Australia 
and New Zealand. He took letters of introduction from the 
President of the parent Society to accountants in Australia. 

The Committee regrets to report the death of Mr. William 
Ashworth, F.S.A.A., who was previously a member of the 
Committee and had done much in connection with the Burn- 
ley Students’ Section. 


NORTH STAFFORDSHIRE 

Mr. E. Downward, F.S.A.A., has resigned from the position 
of Hon. Secretary of North Staffordshire Incorporated 
Accountants’ District Society. The thanks of the District 
Society have been accorded to him. Mr. R. A. Hamilton, 
‘A.S.A.A., of Messrs. J. Paterson Brodie & Son, Moor House, 
Moorland Road, Burslem, Stoke-on-Trent, has been appointed 
hon. secretary in his place. 


SHEFFIELD 
sein Syllabus of Lectures, 1948-49 


Oct. 4 “ The New Europe,” by Mr. Bernard Newman. 
Oct. 22 “ Statistical Methods,” by Mr. A. R. Ilersic. 


Oct. 27 Luncheon to be addressed by the President of the 
t Society, Sir Frederick Alban, C.B.E., 
-P., F.S.A.A. 
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Nov. 1 “ The Quilock Drapery or Distress,” by Sir Old Jewry, London, E.C.2. The first international hospital! 


Nov.12 “ The Acoquntant as Executor,” ‘by Mr. J. A. 
Jackson, F.S.A.A., F.C.A. 

Dec. 13 “ Great Britain’s Economic Position,” by Mr. C. 
Ralph Curtis. 


Jan. 19 “The Finance Act, 1948,” by Mr. H. A. R. J. 
Wilson, F.C.A., F.S.A.A. 

Feb. 7 ‘“‘ The Future of World Government and European 
Union,” by Professor G. Catlin. | 

Feb. 18 Annual Dinner. 

Feb. 25 “The Accountancy Provisions of the Com 
Act, 1948,” by Mr. R. Glynne Williams, CAS 
F.T.I. I. 

Mar. 7 “ The , Functions and Nationalisation of 
the Bank of England,” by Mr. E. M. Stapley. 


SOUTH WALES AND MONMOUTHSHIRE 
Cardiff Students’ Society 


The oui meeting of the Cardiff Students was held on 
June 3. The following officers were elected : Chairman and 
representative on the District Society Committee, Mr. D. G. 
Evans, A.S.A.A. ; Vice-Chairman, Mr. K. H. Fickling ; Hon. 
Secretary, Mr. J. Alum Evans; Assistant Hon. Secretary, 
Mr. B. R. Willis ; Committee, Mr. W. C. Evans, A.S.A.A., 
Mr. G. Devins, A.S.A.A., Mr. R. J. Hedley, A.S.A.A., Mr. 
C. M. Husband, Mr. T. N. T. Mansfield, Mr. D. O’Shea, Mr. 
B. R. Willis ; Librarian, Mr. R. J. Hedley, A.S.A.A. ; Sports 
Secretaries, Mr. N. C. Pallot and Mr. H. W. Miller 


Report 

The annual report by the Hon. Secretary announces with 
regret the death of Miss F. G. Short, a member of the Com- 
mittee. Mr. D. R. Carston, F.S.A.A., who has been a member 
of the Committee for many years, and was Chairman in 
1938-39 and 1945 to 1947, is no longer eligible for re-election ; 
the cordial thanks of the members are accorded to him. 

Nine lectures were held, including for the first time some 
by professional lecturers. There were excellent attendances, 
which included members of the 1% Students’ Society. 
The President, Mr. C. E. Edwards, F.S.A.A., kindly provided 
a book prize for the best contribution to the discussion by a 
Cardiff student. 

Mr. K. H. Fickling was awarded the First Certificate of 
Merit and Prize at the Final Examination in May, 1947. 
Seven other students passed the Final, one the Intermediate 
and two the Preliminary during the year. 

A Sub-Committee has been appointed to consider improve- 
ments to the library. 

A cricket match with Newport students was won by 

Cardiff and Newport Students’ Societies 

The annual cricket match between Cardiff and Newport 
students was played on July 21 at Bassaleg, Mon., on a ground 
kindly lent by Whitehead Iron & Steel Co., Ltd. A keen 
game resulted in a win for Newport by three wickets. 

Mr. K. G. Sim, A.S.A.A., entertained the players and 
spectators to tea. 


PERSONAL NOTES 


Mr. A. E. Middleton, F.S.A.A., is a member of the Standing 
Consultative Committee on the management and adminis- 
tration of London Airport, set up by the Minister of Civil 
Aviation. 

Mr. H. Brown, O.B.E., F.S.A.A., F.1.M.T.A., has been 


elected President of the Institute of Municipal Treasurers 


and Accountants. 

Captain J. E. Stone, C.B.E., F.S.A.A., has been appointed 
Honorary Secretary to the International Hospital Federation. 
Captain Stone has —— this appointment with the 
approval of King Edward’s Hospital Fund for London, to 


which he is Consultant on Hospital Administration and 
Finance. The secretariat of the International Hospital 
Federation is temporarily in the offices of the Fund at 10, 


’ Lutterworth, has admitted into 


congress will be held in Hollarid in June, 1949. 
Mr. Alexander Archibald, A.S.A.A., C.A. (Quebec), of 


’ Montreal, who is the Hon. Secretary of the Society's Canadian 


Committee, is on a visit to Great Britain, and recently called 
at the Society’s Head Office in London, where he was wel- 
comed by the Secretary and his colleagues. 

Mr. John Telfer, A.S.A.A., Bursar of King’s College, 
Newcastle upon Tyne, received the degree of Master oi 
Commerce in the University of Durham on June 30, under 
a power of the university to confer degrees for services 
rendered to the university or to its colleges. Mr. Telfer 
became a bursar of Armstrong College (later King’s 
College) in 1933. 

Mr. F. Rushton, A.S.A.A., A.I.M.T.A., has been appointed 
Finance Officer to the Bath Group of Hospitals Managemen: 
Committee. 

Mr. H. W. Povey, A.S.A.A., F.1.M.T.A., formerly Accoun- 
tant for No. 4 Sub-Area of the Merseyside Electricity Board, 
has been appointed Chief Accountant to the Uganda Elec- 
tricity Board. 

Messrs. Richard & Co., Incorporated Accountanta, London, 
Southend and Honiton, "have opened an additional office at 
49, North Street, Exeter. Telephone Exeter 2951. 

Mr. A. Normanton Buckley, F.S.A.A.,- Union Chambers, 
45 and 47, Commercial Street, Halifax, has taken into 
partnership Mr. A. B. Crosland, A.C.A. They are now 
practising as Buckley & Crosland. 

Mr. E. R. Carr, Incorporated Accountant, Leicester and 
partnership his son, Major 
E. N. Carr, Chartered Accountant. The practice is being 
carried on under the style of E. R. Carr & Co. 


Messrs. Simpson, Wreford & Co., In ted Accoun- 


' tants, 329, High Holborn, London, W.C.1, have admitted 


into partnership Mr. J. S. Richards, A.S.A.A., and Mr. J. G. 
Cuthbert, A.S.A.A., both of whom served their articles with 
the firm and have been in its service for a number of years. 


OBITUARY 


FRANK WALLER RATTENBURY 

The Society has lost an outstanding mality by the 
regretted death on July 22 of Mr. Frank Waller Rattenbury, 
C.B.E., F.S.A.A., who for twenty-three years was County 
Accountant of Middlesex. He was 69 years of age. 

Having passed the Society’s Final Examination with 
seamen in 1906, and been elected a member, he was ap- 
ses inted Assistant Accountant to the Middlesex County 

uncil in 1907. He subsequently became Chief Accountant 
and was appointed County Accountant in 1916. He was 
elected a Fellow of the Society in 1910. 


Mr. Rattenbury was also a member of the Institute of | 


Municipal Treasurers and Accountants, and served on its 
pone A he was President of that Institute for the year 

Although he retired from the appointment of County 
Accountant in 1939, he continued in active work for a number 
of years, and from the outbreak of war he held an important 
appointment at the Ministry of Health, where he was engaged 
on special duties. In 1948 he was appointed a member of 
the Public Works Loan Board, but unhappily he only carried 
on the work of that important office for a short time. 

He received the O.B.E. in 1937, and was advanced to C.B.E. 
in 1947, in recognition of his distinguished services to local 
government. 

The late Mr. Rattenbury enjoyed a wide circle of friends 
who valued his always cheerful disposition and his wide 
knowledge of local government finance. 


The British Tabulating Machine Co., Ltd., proprietors oi 
the well-known “ Hollerith ” punched-card accounting and 
tabulating equipment, announce the removal of their head 
office to premises newly Armee by them at 17, Park Lane, 
London, W.1 (Regent 815. Much improved facilities are 
available for deuosantiog. the possibilities of this form of 
mechanised accountancy. The Southern Regional organis- 
ation for saies and service and the Government Section remain 


_ at the old address, Victoria House, Southampton Row, W.C.1. 
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